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NOMINATION OF NORMAN P. MASON 


WEDNESDAY, JULY 21, 1954 


Unirep Srares SENATE, 
ComMITTEE oN BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to notice, at 2:05 p. m., in room P-63, 
United States Capitol, Senator Homer E. Capehart (chairman) 
presiding. 

Present: Senators Capehart, Maybank, Bennett, and Bush. 

The CuatrMan. Our next witness will be Mr. Norman P. Mason, 
of Chelmsford, Mass., to be Federal Housing Commissioner. 

Mr. Mason, this is your first appointment? 

Mr. Mason. Yes, sir. 

Senator Busu. Is there any memorandum on Mr. Mason? 

The CuartrmMan. Yes, we have got one here. 

You have been serving now as Acting Commissioner for how long? 

Mr. Mason. Since the 13th of April. 

The Cuarrman. Have you figured out ways and means of elimi- 
nating all the so-called alleged irregularities we have been running 
into, that we are talking about, investigating, in this committee? 

Mr. Mason. Sir, that is a real assignment when you say “all of 
them.” Certainly I have been working at it but I would be foolish, 
I think, to say I had eliminated all of them at this stage. 

The Cuarrman. Are you aware of them? 

Mr. Mason. I am aware of them. 

The Cuatrman. Of the irregularities and the ingenuity of the 
industry that you are in. As Sibwn by our investigations to date— 
it is something to watch. 

Mr. Mason. I am firmly convinced, sir, and I always have been, 
that any Government agency which dispenses credit or funds has a 
prime responsibility firsthand to see that those are used honestly— 
and I see that that has not always been done in this particular 
assignment. 

The CuarrMaAN. In other words, in your work you are conscious 
that there is a job to be done and that this committee is investigating 
the whole housing problem and all housing activities? 

Mr. Mason. Yes. We read the transcript of your hearings every 
day. 

‘The CuarrMAN. Fine. 

Mr. Mason. And when occasion arises and things are called to 
our attention in that regard we have taken action. We have, further, 
reports of investigations conducted by Mr. Cole. He keeps us advised, 
although he does not have such a nice transcript as you do. 
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2 NOMINATION OF NORMAN P. MASON 


We take action when things come up. We have our own study 
groups that we instituted both within the agency and outside, people 
to tell us what they thought were problems to eradicate. 

Senator Mayspank. Do you expect to bring the conference report 
up tomorrow? 

The CHarrMAN. On housing, 3 o’clock tomorrow. 

Senator Maysank. I want to tell you, Mr. Mason, that I know 
your background and I have heard a lot of people talking about you, 
and all of them have a high regard for you. 

We, in the Appropriations Committee, have just heard a great deal 
of testimony from the military which was off the record, testimony 
about the situation in Nevada. 

Mr. Mason. Mountain Homes, you mean? 

Senator MaysBank. Yes; and others. 

Every time I look at this thing it gets worse. It is bad enough, but 
when you find out what the military has done, the things that have 
been done by the services, those are even more shocking. 

You are well familiar with the contract for additional houses let in 
Nevada just a few months ago. It is a bad situation and these things 
just go on, getting worse and worse. 

Mr. Murchison testified yesterday before this committee that he 
already had the contract in Idaho, and the gentleman does not even 
own the land. I don’t know who is responsible, but I think that 
something has got to be done and unless something is done, it is going 
to be worse under the new bill than we had before 

The CuarrMan. Let us keep the record straight. He is responsible 
for FHA. 

Mr. Mason. That is correct. 

Senator MayBank. Yes, but he has done nothing about it and 

The CxHarrman. The Defense Establishment is responsible for 
defense housing. What happens is that the Defense Department 
decides that they want so many units of a specific type and under 
the law, all that they have got to do is to direct FHA to make the 
commitment. FHA has nothing to say about it if the Defense Estab- 
listment directs them to make the commitment. Under the law they 
must make the commitment. 

Mr. Mason. That is correct. 

, rent MaysBanxk. But he did not even have possession of the 
anc 

The CuarrMan. The FHA has no right to say “No,” if the Defense 
Establishment directs them to make a commitment. That is the 
way it works. 

Senator MayBank. Yes, but it is an FHA commitment. What is 
the difference, it is Government money. 

The CHarrMan. No question about that, but my point is that 
FHA under the law, when the Defense Establishment directs them 
to make a commitment, has to make that commitment 

Senator Maysanx. Well, I don’t know whether they have to do 
it or not. All I am doing is just telling you that this thing is getting 
worse. 

For example, we spent 2 hours this morning with the officials of 
the Army, the Navy, and the Air Force concerning all of these con- 
tracts being let, about this $260 million authorization—are you 
familiar with that? 
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NOMINATION OF NORMAN P. MASON 3 


Mr. Mason. Surely, I am. 

The CuHarrMan. Let us ask our experts here. Mr. McMurray is 
our expert on housing. Let us ask if I am right or wrong, that under 
the law if the Defense Establishment directs the FHA to make a 
commitment, then they have no choice. Is that correct? 

Mr. McKenna. I could make a guess, Mr. Chairman. I think 
since the law was originally passed, the Defense Establishment was 
pulled in primarily to designate the areas and number of units re- 
quired, and I think there was some discussion at that time about 
FHA carrying on the inspection, the plans and specifications, and 
exercising some judgment with respect to whether to commit or not, 
whether a commitment should be issued. 

However, my recollection is that in writing the regulations, the 
Defense Department said, ‘‘We want to assume more control over that 
program,” more than the law would allow them, “therefore we are 
going to see that all of these units are built the way we want them 
built’”—and under that interpretation, that is true, there is not much 
left to the FHA. 

The CuHatrMan. If there is no objection by the members of the 
committee, [ am going to suggest that the staff at this point in the 
hearing put into the record the exact law and the exact regulations, 
as to who does or does not have responsibility or what responsibility 
each has, the Defense Establishment and the FHA in this so-called 
joint venture. They are joint, in that the FHA guarantees the mort- 
gages, but the Defense Establishment designates the numbers and 
kind and type of construction, and put the whole business right into 
the record at this point. 

Senator Maysank. That would be perfectly satisfactory to me, 
Mr. Chairman, but I just want Mr. Mason to know about the situa- 
tion—and I want him furthermore to know that in the instance of 
Nevada, they have not negotiated with anybody—— 

The CuarrMan. I think in order to keep the record straight, when 
you say “they,” you are talking about the Defense Establishment? 

Senator Maysank. That is right, and if I had been in the FHA, 
while I cannot speak for them, I would say that it would be better 
to have at least 1 or 2 contractors, and not just have this fellow have 
600 units just given to him—and there is the other 400. Yesterday 
Mr. Murchison himself said that he already had the contract in Idaho. 

The CuHarrmMan. That is correct. 

Senator MayBank. It is very embarrassing to me, to be a member 
of this committee and pass a law and have it cut across by other laws. 

I say this most respectfully, I am not saying that you are respon- 
sible, Mr. Mason. I don’t know who is responsible, but we have 
been hearing all of this testimony in our investigations, and, as I 
say, we heard testimony for 2 hours today about what happened in 
Nevada. 

The Cuarrman. Is the General Counsel for FHA present? 

Mr. Mason. No, sir. 

Senator Maysank. What I want to do and what I know you and 
the chairman and others want to do is to clean up this mess. 

Mr. Mason. That is correct. 

Senator MayBanxk. But I do think that there should be a closer 
association between you and the Defense Establishment. 
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The CuarrMan. We are going to place in the record at this point 
the exact law and exact regulations and who has the responsibility, 
where and when. 

(The documents referred to follow:) 


Division of responsibility between the Federal Housing Administration and the 
Defense Establishment in the development of title VIII housing projects 


Action Responsible agency 


1, Planning and justification.—Ascertaining whether installation is | Military departments. 
eligible for title VIII housing under the provisions of the law 
and determining number, size, and type of units and maximum 


rentals 
2. Feasibility.—Consultation on local community housing support, | Military departments and Federal 
affect on project on local housing market and general economic Housing Administration. 


practicability 
3. Coordination and approval.—Ascertaining interest of other military | Military departments. 
departments in proposed project and submitting proposals for 
approval of Secretary of Defens« 
Reviews proposal for eligibility and justification, lack of adequate | Office of the Secretary of Defense. 
community support and tentative approval by FHA 
4. Design.—Employing architect-engineer to design housing and | Military departments. 
site layout and engineering 
5. Appraisal.—Examining plans and specifications for adequacy, | Federal Housing Administration. 
compliance with FHA standards and feasibility within maxi- 
mum rentals. If satisfactory, issue appraisal and eligibility 
statement to military; if not satisfactory consults on necessary 
changes with military and architect-engineer. 
6. Selection of sponsor.—Advertising proposal inviting bids and | Military departments 
selecting as sponsor lowest qualified bidder. Issue certificate 
of need to sponsor to file with FHA for mortgage insurance. 
7. Qualification of sponsor.—Reviewing application for mortgage | Federal Housing Administration. 
insurance as to capability of mortgagor and mortgagee. If all 
requirements satisfied, issuing commitment to insure; if re- 
quirements not met, advising military of disqualification. 
8. Contract closing.—Executing all insurance contracts and payment | Military departments and Federal 
of fees and execution of land lease and utility sales contracts. Housing Administration. 
9. Inspection and endorsement.—Inspecting all phases of actual con- | Federal Housing Administration. 
struction to insure compliance with specifications and require- 
ments and when completed, execution of final endorsement for 
mortgage insurance. 








10. Certification of tenants... an nsece-enncnwes--0-----++| Military departments. 
11. Inspection of operations... ; . Chee Ee .| Federal Housing Administration. 
12. Change in rental rates. _- a banksd Scceb tL Cd Do. 

DEPARTMENT OF DEFENSE 


Properties and installations—Summary of housing program under title VIII, 
National Housing Act, as of June 30, 1954! 


Number of projects and units which are— 








Total 
sa Under FHA | Under con- . . 
Military department In process | commitment struction Completed 
— —— —,-— emenapt banged 
Proj- ' Proj-| ,- Proj- +24. | Proj- a 
ects | Units | cots Units ects | Units | cots Unit 
Total program 227 | 87, 764 22| 6,329] 16] 3,354 27 | 10, 908 | 162 67, 173 
Army 74|21,421| 2 9] 5] 352] 8 2,192 | 59] 18,787 
Navy s 76 | 27, 512 12 | 3,303 8 1, 702 13 | 5,574) 438 16, 933 
Air Force. Kanes 77 | 38, 831 8 2, 936 3 1, 300 | 6 3,142; 60 31, 453 


1 According to reports received in Housing Division, OASD (P. and I.) by July 23, 1954. 


Properties and installations 
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-Summary of housing program 
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National Housing Act, as of June 30, 1954 ——Continued 


State and location 


Alabama: 

Anniston 
Do 

Huntsville 
Mobile 
Montgomery 
Selma 

Arizona 
Chandler 
Flagstaff 
Tucson 


California 
Barstow 
E] Centro 
Fairfield 
Herlong 
Inyokern 
Merced. 
Monterey 

Do 
Muroe 
Oakland 


Oceanside 
Oxnard 
Riveside 


Sacramento 
Do 


San 
San 
San 
San 
San 


Bruno 
Diego 
Francisco 
Jose 


Rafael 


Santa Ana 
Stockton 


Twentynine Palms. - 


Victorville__.......-. 
Colorado 
Denver 


Do 
Pueblo 

Connecticut: New Lon- 

don. 

Florida: 
Cocoa-Melbourne.-- 
Eglin Field. | 
Green Cove Springs - - 
Jacksonville. 

Key West 
Panama City- 
Do 


Pensacola 

Tampa... 
Georgia: 

Albany. 

Atlanta 

. 

Columbus. . 

Savannah...-_-.--.. 

Warner-Robins- | 
Idaho: Mountain Home. 
Illinois: 

Belleville _ - 

Chicago-- 

Glenview ---. 

Highwood -- 

Rantoul 

Waukegan-_--_- 
Indiana: 

Indianapolis - 

Do.. Sankgnts 
Martin County---- 


For footnote 1, see p. 4. 


Installation 


Anniston Ordnance Depot 
Fort McClellan 

Redstone Arsenal 
Brookley Air Force Base 
Maxwell Air Force Base 
Craig Air Force Base 


Williams Air Force Base 

Navajo Ordnance Depot 

Davis-Monthan Air Force 
Base 


Marine Corps Supply Depot 

El Centro NAAS 

Travis Air Force Base 

Sierra Ordnance Depot 

Ordnance Test Station 

Castle Air Force Base 

Fort Ord ‘ 

Navy Postgraduate School 

Edwards Air Force Base 

2 NAS, Hospital and Army 
Supply. 

Camp Pendleton (Marine 
Corps). 

Port Hueneme and Point 
Mugu. 

March Air Foree Base 

Mather Air Force Base 

McClellan Air Force Base 

Naval Records Center 

lith District Headquarters 

Presidio of San Francisco 

Moffett Field NAS 

Hamilton Air Force Base 

El Toro NAS 

Oakland Supply Depot 
Annex. 

Marine 
Center. 

George Air Force Base 


Corps Training 


Fitzsimmons Army Hos- 
pital. 


| Lowry Air Force Base 


Pueblo Ordnance Depot 
Naval submarine base 


Patrick Air Force Base 
Eigin Air Force Base 
Naval station 

Cecil Field NAS 

Naval station 

Tyndall Air Force Base 


Mine countermeasures sta- 


tion. 


Whiting Field NAAS 
| MeDill Air Force Base 


Marine Corps supply depot 
Atlanta General Depot 
Fort McPherson. 


| Fort Benning - 
| Hunter Air Force Base 


Robins Air Force Base 


| Mountain Home Air Force 


Base. 


| Seott Air Force Base 


5th Army Headquarters 


| Glenview NAS 


Fort Sheridan 
Chanute Air Force Base ‘ 
Great Lakes Training Center. 


Fort Benjamin Harrison - - -- 
Naval Ordnance Plant 


Military 
depart- 
ment 


Army 
do 
do i 
Air Force 
do 
do 


do 
Army 
Air Force 


Navy 

do . 
Air Force 
Army 
Navy 
Air Force 
Army 
Navy 
Air Force 
Navy 


do 
do 


Air Force 
do 
do 
Navy 
do 
Army 
Navy 
Air Force 


FHA 


In com- 


| process| mit- 


ment 


70 


500 


556 


Under 
con- 
struc- 
tion 


5 


under title VIII, 


Com- 
pleted 


140 


337 


300 


1, 000 


600 
896 


Navy 
do 


eee 493 
Air Force 
Army. 


Air Force 
Army 102 
Navy... 450 


Air Force 
do é 

Navy... 
on 132 
do 

Air Force 

Navy. 


do 56 
Air Force 


Navy... 225 


| Army 


do -. 
Cn ses 


| Air Force 


do . - - 
ites ™ 500 


do Se 
Army 

Navy... 264 

Army woes 100 
Air Force - 
Navy 


Army...-.|-------- 


I Ge ccinaberitamiyaa aan 
Crane Ordnance Depot....-.'-- 


200 


95 


120 
175 
250 


99r 
a 


500 
69 
550(2) 


700(2) 
1, 000(2) 
519(2) 
1 050(2) 


650 
200 


480 (2) 


680(2) 
750 
392 


1, 000 
450 


96 
800 


125, 
225 
800 (2) 
500 

500(2) 


1, 000 
253 
800° 
, 000(2) 
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State and location 





Kansas: 
Fort Riley. 
Leavenworth - 
Olathe 


TS 
Wichita........- 
Kentucky: 
Fort Knox 
Hopkinsville 
Richmond 
Louisiana: 
New Orleans... 
Shreveport - - 
Maine: 
Brunswick-Bath._ 
Limestone 
Winter Harbor. 
Maryland: 
Aberdeen__ 
Do 
Annapolis 
Bainbridge - - 
Baltimore 
Indian Head 
Laurel__ 
-atuxent_. 
Massachusetts: 
Ayer 


Boston 
Springfield 
Michigan: 
Centerline __ as 
Mount Clemens. --_- 
Mississippi: Biloxi 
Missouri: St. Louis : 
Montana: Great Falls. - 
Nebraska: Omaha 
Nevada: Las Vegas__. 
New Jersey: 
Bayonne 
Fort Dix 
Lakehurst 
Mw icudeus ; 
New Mexico: 
Alamogordo... 
Albuquerque. -- 


Las Cruces. -.. 


Roswell_.- 

New York: 
Brooklyn. 
Geneva 
Hempstead_ 
Newburgh. 
Schenectady 

North Carolina: 
Cherry Point. 
Elizabeth City~-.. 
Fayetteville____ 
Jackson ville. -.. 


Ohio: 
Columbus... 
Dayton - 


Toledo__. 
Oklahoma: Lawton... 
Pennsylvania: 

Carlisle 

Chambersburg... 


Marietta... -- 


New Cumberland... 
Tobyhanna. 











NOMINATION OF NORMAN P. MASON 
Properties and installations—Summary of housing program under title VIII, 
National Housing Act, as of June 30, 1954 —Continued 
ee FHA | Under 
Installati oes In com- | con- | Com- 
nstallation _ eg process| mit- | struc- | pleted 
— ment | tion 
.| Fort Riley -- + Army is see 400 
| Fort Leavenwoth-- do = : 226 (2 
} Olathe NAS ‘ Navy. : 196 
Smoky Hill Air Force Base Air Force 500 Des schene 
Wichita Municipal Airport do 460 lipsadckiowe 
Fort Knox Army 200 | 1, 500(2) 
| Fort Campbell : do 1, 200(3) 
Blue Gass Ordnance Depot do 65 
Naval Station Navy -- 90 pie 
Barksdale Air Force Base Air Force ‘ 692 
Brunswick N AS--. Navy.-. 112 : 232 . 
| Limestone Air Force Base Air Force 1, 500 2 
Naval Radio Station _- Navy-.- PP Aisctnnes nti 
| | 
Aberdeen Proving Ground Army ie 796 (2) 
Edgewood Chemical Center - do 554 (2) 
Naval Academy .-| Navy-- = elas ‘ 396 
Recruit Training Center ---__|...do 509 TOD bckbesapene 
Fort Holabird Army. Sa cals < 147 
Naval Powder Factory Navy 379 pias nacicti 
Fort Meade ...| Army 786 (2) 
Naval Air Test Center | Navy 1, 000) 
Fort Devens BE ccidedladeeiisccaus | “OTe cae. 
Squantum NAS_. .-| Navy... 150 | lowvoenselou es 
Westover Air Force Base_- Air Force. | 268 | 882(2) 
Detroit Arsenal __.__. = ll ee eee Ri hess 
Selfridge Air Force Base.....| Air Force-|-.....-..|-.------|-------- } 511 
Keesler Air Force Base OM a SE hi bs tinditell a be | 858 
Army Ordnance Depot PE pkivlessdwae abcess ae 120 
Great Falls Air Force Base_.| Air Force -}--..---- ee a 592(2) 
Offutt Air Force Base _- io de obi 611 
Nellis Air Force Base - - - ---- eins é ‘ 400 400 
| 
Naval Supply Depot_.-_--_-- NNR ic 2.1. ececee Sane: patent 156 
Fort Dix SARE fe E 400 | 600(2) 
Naval air station._..........]| Navy-. | sil 30 
Fort Monmouth. -.-.--- PE bcnkcloncukentlecaoene GS L. cack 
| 
} 
Holloman Air Force Base.__| Air Force. 400 
Sandia Base and Kirtland | Army | | 760 
Air Force Base. | 
White Sands Proving |...do---.._-} } | 235 
Ground. | | | | 
Walker Air Force Base_- Air Force- 800 
| ; 
Fort Hamilton Army | | | 682 (2) 
Sampson Air Force Base._..| Air Force-| 500 | | } ox 
Mitchell Air Force Base--.. See | | | 628 
Stewart Air Force Base _-- do.... 284 | 
Schenectady General Depot_| Army | 50 
Marine Corps Air Station- Navy..- 1, 421 
Weeksville NAS_. do.... | 42 
Fort Bragg.. Army } 2,000(2) 
Camp Lejeune (Marine | Navy--. 2, 108(2) 
Corps.) 
Lockbourne Air Force Base_| Air Force. 500 | ‘ 
Wright-Patterson Air Force do.... | .-| 2,000(2) 
Base. | | 
Rossford Ordnance Depote._| Army | 28 | fev is 
| Fort Sill...- do.... af 500 
Carlisle Barracks-.- Once | 152(2) 
Letterkenny Ordnance De- d0.... 48 oof-- 
pot. 
Transportation Corps De- Gide 40 | | ‘ 
pot. 
General Depot. a 50 | |. w 
Signal Corps Depot- do.... | 200 | 
Willow Grove NAS Navy.. 124 | | 


Willow Grove. ..__- 
For footnote 1, see p. 4. 
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Properties and installations—Summary of housing program under title VIII, 





National Housing Act, as of June 30, 1954? 





Continued 


Military FHA | Under 





State ; _ stallatt : In com- con- Com- 
State and location Installation — process| mit- struc- | pleted 
ment tion 
Rhode Island: 
Newport_-. Naval Base Navy... | 280(2)) 76(2) 
Quonset Point NAS and CB Center-. hs. MN sak | 350 wee 
South Carolina | | 
Parris Island -_-- Marine Corps’ Training do.... 85 
Center. 
Sumter Shaw Air Force Base Air Force 500 
South Dakota: Rapid | Ellsworth Air Force Base a 490 401 
City 
Tennessee | 
Memphis Naval Air Station. | Navy-. 540 
Milan - .- Milan Arsenal... Army 100 
Smyma Sewart Air Force Base - | Air Force. 600 
Texas: | | 
Austin -- Bergstrom Air Force Base-..|...do---. | 480 
Corpus Christi-_- Naval Air Station _. Navy.. 340 
Dallas. Grand Prairie Naval Air do.. 129 
Station. 
El Paso Fort Bliss. Army 800 
Do... Briggs Air Force Base... Air Force 100 800 
Fort Worth. Quartermaster Depot Army 30 
Do Sites Carswell Air Force Base Air Force 600 
Lubbock-.-. Reese Air Force Base. - co 418 
Killeen _ .. Fort Hood Army 568 
Kingsville Kingsville NAAS Navy 296 
Mineral Wells Wolters Air Force Base - -- Air Force 500 
San Antonio Fort Sam Houston Army j 840 (2) 
Do..-. Kelly Air Force Base_.- Air Force 592 
Da... Randolph Air Force Base ee 612 
Bossi Lackland Air Force Base... do.... 600 
Sherman... | Perrin Air Force Base. do-... 300 | we 
Texarkana. Red River Arsenal Army 55 
Waco James Connally Air Force | Air Force- 500 
Base 
Wichita Falls Sheppard Air Force Base-_-. _ 612 
Utah: 
Dugway. ; Dugway Proving Ground Army 400 
Ogden Utah General Depot do 53 
Do ‘ Hill Air Force Base Air Force 4 350 
Tooele Deseret Chemical Depot Army sate 26 
Do Tooele Ordnance Depot -do 25 
Virginia: 
Accotink Fort Belvoir. do 450 (2) 
Chincoteague. Ordnance Test Station Navy... 306 - 
Newport News. - Fort Eustis-- Army “ 412 
eae j Fort Monroe do ia 206 
Norfolk ie 5th District Headquarters...| Navy --- pains Si 516 
Do ani Camp Allen .do ov costtel 400 
Do : Little Creek Amphibian .do 400 
Base. 
Disccucce Monogram Radio Station - OE cic ‘ 20 ‘ 
Do Northwest Radio Station. do ‘4 26 . 
Do : Oceana NAS, Dam Neck .do 554 = 
FADTC. 
Petersburg é Fort Lee.-- Army. _ 3 300 
Portsmouth._. Naval shipyard Navy... seulicithimmawanhind 159 
Quantico... .. Marine Corps schools - . do om oes 450 
Yorktown Mine depot and school do.... ° ‘ 130 
Washington: | 
Moses Lake. Larson Air Force Base. - | Air Force 200 ae 200 400 
Spokane Fairchild Air Force Base do . =A 1,000 
Whidbey Island_-_- Naval air station Navy. a 300 
Wyoming: Cheyenne ‘ Francis E. Warren Air | Air Force <n ; Sct 500 
Force Base. 
Territory of Hawaii: | 
Honolulu____- Barbers Point Navy-. poms 615(2) 
leciees So Pearl Harbor do ; oe : an 1, 462(4) 
EE Kaneohe Bay MCAS... on hice TP taxeees selbinto dbase 
Puerto Rico: 
Aguadila._- z Ramey Air Force Base_. Air Force. 420 SS pie 575 
Cayey..- Set Henry Barracks PE wnttoncupanel Ie taabs * a 
Fort Buchanan. ---. Fort Buchanan- - - -- do s ‘ cient 237 


mk 
(all stages). 


For footnote 1, see p. 4. 


Note.—When there is more than 1 project at an 
parentheses. 


9 
- 


50588—54 








87,764 | 6,320 | 3,354 | 10,908 | 67,173 


installation, the number of projects is shown in 
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STATEMENT OF DEPARTMENT OF DEFENSE, APRIL 26, 1954 
WHERRY HOUSING PROGRAM, TITLE VIII OF THE NATIONAL HOUSING ACT, AS AMENDED 


In order to alleviate the acute shortage of rental housing available to military 
and civilian personnel in military areas, the 81st Congress passed Public Law 211 
(Wherry act) on August 8, 1949, which added title VIII to the National Housing 
Act. This legislation encouraged private construction, under FHA mortgage 
insurance, of rental housing for military use, when certified by the Secretary of 
Defense or his designee. Title VIII relieved the Government of the financial 
responsibility of constructing public quarters normally provided through the use of 
public funds. Although Wherry housing can supply only a minor portion of the 
total military family housing need, approximately 78,000 units have been com- 
pleted or are under construction, with an estimated potential requirement sufficient 
to achieve a total program of about 100,000 permanent units. This legislation will 
expire on July 1, 1954, unless further extended by the Congress. 

Project development-—Wherry housing can be provided only at permanent 
military installations under the law. The size, type, and location of projects 
are determined by the military departments. Approval by the Secretary of 
Defense must be obtained prior to proceeding with any project development. 
Authority to perform operations under the Wherry Act and to certify needs 
for specific projects, as required by law, has been delegated to the Secretaries 
of the military departments. A certification of need must be provided to FHA, 
as a legal prerequisite to insuring a mortgage specifying that the project is neces- 
sary to provide adequate housing for personnel of the military departments, 
that there is no present intention to substantially curtail activities at the installa- 
tion, and that the installation is deemed to be a permanent part of the Military 
Establishment. 

Determination of costs——-The cost of a project is determined primarily by 
the rents which can be paid by the personnel for whom the housing is to be pro- 
vided. Rent ceilings are determined by the military departments after analysis 
of the capabilities of intended occupants to pay.! Other limitations on cost 
are imposed by provisions that the insured mortgage may not exceed 90 percent 
of the FHA estimated replacement cost, or 90 percent of the bid replacement 
cost, or $8,100 average per unit, whichever is lower. 

Site acquisition.—Where Government-owned land is not available for an 
approved title VIII project, a suitable site is normally purchased with appro- 
priated funds. Such acquisitions must receive prior approval by the Assistant 
Secretary of Defense (Properties and Installacions) and, if the price is in excess 
of $25,000, the Armed Services Committees of the House and Senate must also 
approve. 

Design and engineering plans.—Under current operating procedures, the design 
and architectural and engineering features are prepared by an architect-engineer 
under contract with the military departments, with certain exceptions, and are 
processed through the FHA for their approval and cost evaluation prior to adver- 
tising projects for competitive bids by interested sponsors. While the architect- 
engineer fees are paid by the military, they are subsequently reimbursed by the 
sponsor selected and included in the cost of the project. In those projects 
developed by negotiation, the architect-engineer is employed by the sponsor and 
the costs are likewise charged to the project. Construction costs have risen 
constantiy, making it increasingiy difficult to develop feasible Wherry projects 
within statutory mortgage limitations. 

Supplemental costs——Appropriated funds are used, when necessary, to defray 
costs of outside utilities, site preparation, and land acquisition. Expenditures 
canipiiadstimaiatiamiataes 

1 Rents on Wherry housing projects are controlled by FHA in coordination with the using military 
department. A basic rent ceiling, established according to the prospective tenant’s ability to pay, is certi- 
fied to FHA by the military department. Based on the predetermined rent schedules, replacement costs 
are estimated by FHA to cover construction and management costs, operating expenses, reserves for replace- 
ment, vacancy allowances, debt service and FHA mortgage insurance premiums. FHA has responsibility 
for evaluating costs and inspecting construction. Proposals by building firms may have higher or lower 
replacement cost figures, which may require adjustment of rental schedules to some extent, but such builder 
estimates are primarily governed by the predetermined rental rates. Under present legislation, Wherry 
sponsors are required to certify actual construction costs, and if such costs are appreciably loWer than the 
insured loan, rental rates may be affected sufficiently to require adjustment in the rent schdudle. In 
projects completed prior to the amendment of legislation in June 1953, rental rates as originally established 
remained unchanged and were not revised on the basis of actual construction costs as certification was not 
required. Rental rates as originally established are not related to the amount of the insured loan for any 
Wherry project nor to actual construction costs, and are adjusted only when a sponsor’s net return exceeds 
634 percent of the replacement cost, in which case a reduction in rental rates would be required by FHA.” 
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for this purpose under the authorizing legislation (Public Law 155, 82d Cong.) 
are limited to those projects where costs would otherwise exceed the statutory 
mortgage limitations, or where the use of these funds is necessary to provide 
adequate housing and still maintain established rent schedules within the economic 
means of the proposed occupants to pay. In order to preclude any possibility 
of excessive profit to the contractors, the off-site utility and off-site improvement 
contracts are made subject to renegotiation. 

Selection of Wherry sponsors.— Under the original Wherry act, enacted in 1949, 
sponsors were selected by direct negotiation between the military and prospective 
sponsors. A subsequent change in the law in 1950 authorized the military to 
negotiate for the services of architect-engineers in preparing standard plans and 
specifications. Thereafter the competitive bidding procedure was used in 
developing projects, except in cases of projects of 75 units or less, extensions of 
existing projects and projects specifically excepted from these normal procedures 
by the Secretary of Defense. Under the competitive bidding procedure the 
lowest acceptable bidder is designated as the sponsoring organization; some of 
the bids received are at lower replacement costs than estimated by FHA. The 
military departments require all sponsoring proposals to be accompanied by a 
certified check varying from $5,000 to $25,000, according to the size of the project, 
guaranteeing that the prospective sponsor will proceed promptly with the project, 
if selected. 

Sponsors certification of costs —To prevent unreasonable profits in construction 
of Wherry military housing, section 10 (b) of Public Law 94, 83d Congress, 
approved June 30, 1953, added a new paragraph to subsection 803 (b) of the 
National Housing Act, as amended, requiring the mortgagor under a title VIII 
FHA-insured mortgage to certify either (a) that the amount of the actual cost 
to him of the physical improvements on the property equaled or exceeded the 
proceeds of the mortgage loan, or (b) the amount by which the proceeds of the 
mortgage loan exceeded the actual cost of the physical improvements. In the 
latter case, the mortgagor is required to pay, within 69 days after the certifica- 
tion, any excess of the amount of the mortgage loan over the actual cost of the 
improvements. The excess would be paid to the mortgagee for application to 
the reduction of the principal amount of the mortgage, thereby reducing the 
contingent mortgage insurance liability of the FHA. This legislation also directed 
that the Federal Housing Administration shall construe the term ‘‘actual cost”’ 
to be only that amount remaining after any kickbacks, rebates, and normal trade 
discounts received in connection with the construction of the said physical 
improvements, i. e., includes only the actual amounts paid for labor, materials, 
and related services. 

Changes in replacement cost estimates.—The military departments and the FHA 
will not agree to any increase in the original bid, after a sponsor has been selected, 
except when the sponsor has encountered increased costs in construction due to 
(a) an increase in prevailing wage rates approved by the Labor Department 
which may have occurred between the time when the sponsor was selected and 
construction commences, or (b) construction changes which have the prior approval 
of the military. 

Lease provisions.—Wherry housing projects are generally constructed on mili- 
tary reservations under a leasing arrangement. No value is assigned to the land. 
Accordingly, the sponsor’s equity is not enhanced by land-improvement valuation. 
Also, the costs borne by the Government for site improvements, extension of 
outside utilities, ete., are, of course, not considered as the mortgagor’s cost and 
do not increase the value of the sponsor’s equity. Under present land leases 
approved by the military departments, title to all structures and improvements 
vests in the Government upon completion of the project; these become a part of 
the premises leased to the sponsoring corporation. Occupancy is restricted to 
tenants designated by the local military commander on a priority basis; only 
under special conditions can they be made available to others. Inasmuch as 
many projects are located in isolated areas, the fair market value of the military 
projects is largely governed in most instances by the continued use of the military 
installations. Rents are controlled by FHA in coordination with the using 
military department; any increases are confined to justifiable changes in operating 
expenses, including taxes when assessed. 
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PROCEDURES FOR DEVELOPMENT OF WHERRY PRoOJECTS—LIsT oF FUNCTIONS 
PERFORMED BY Minirary DEPARTMENTS, Marcu 29, 1954 


Application of the following procedures differs widely between the services; 
Air Force performs all operations at the headquarters level; Army and Navy 
are decentralized to the district and command level, except that clearances, co- 
ordination, policy control and approval authority are conducted at headquarters 
level. The sequence of these steps may differ between the services. 

1. Makes the following basic determinations: 

(a) Permanency of installations. 

(b) Permanent peacetime military and civilian strengths of installation 

(c) Gross family housing requirements for military and key civilian per- 
sonnel (computed by application of experience factors). 

(d) Housing assets—all public quarters, temporary units, and existing 
title VIII units. 

(e) Gross deficit of permanent housing. 

(f) Safety factor, including community support. 

(g) Net housing deficit (deduct safety factor from gross permanent hous- 
ing deficit). 

(h) Tentative size of project. 

(i) Gross rentals that can be afforded by prospective occupants of pro- 
posed project. 

Preparation of DD Form 262 for required coordination and approval. 
Coordination wlth other two military departments. 

Coordination and approval by Assistant Secretary of Defense (Properties 
and Installations). 

5. Secretary of sponsoring service approves project for development. (Air 
Force considers approval of Assistant Secretary of Defense (Properties and In- 
stallations) as final authorization and therefore does not obtain approval of Air 
Force Secretary). 

6. Preliminary meeting of representatives of military and local FHA insuring 
office to ascertain if project is feasible and meets with local FHA approval. In 
the event of disagreement between military and FHA at local level, referral to 
respective Washington offices is made for resolution. 

7. Preliminary study and evaluation is given to: 

(a) Tentative selection of site or sites. 

(b) Determination of actual numbers and types of housing units required. 

(c) Utility needs and location of existing utilities and distribution system. 

(d) Probable taxes. 

(e) Estimate amount of Public Law 155 funds that will be required (if any). 

(f) Estimated cost of construction. 

(g) Gross rentals. 

(h) Coordination of project with master plan of installation. 

8. Selection of specific site, and, if not Government owned, secures option 
on site. 

9. Method of development procedure established. Projects are required to be 
developed under the competitive bid procedure; however, exception for direct 
negotiation may be made for (a) extension of existing project, (b) projects of not 
more than 75 units, and (c) specific approval of the Assistant Secretary of Defense 
(Properties and Installations). 

Norr.—At this stage of processing, different procedures are followed in 
development of projects under the bid procedure, and projectss being developed 
by direct negotiation. Processing steps indicated by an asterisk (*) are 
performed only under competitive bidding.procedure and do not apply to 
projects being developed by direct negotiation. 

*10. Makes contract with architect-engineer to develop plans, specifications, and 
other data for proposed project, including site and utilities information, in suffi- 
cient detail for FHA to furnish appraisal and eligibility statement. 

Nore.—In the procedure followed for projects approved for direct negotia- 
tion, military selects a sponsor; sponsor hires architect-engineer and deposits 
certified check in the amount of 2 percent of estimated replacement cost but 
not to exceed $25,000 nor less than $5,000. 


oo bo 





wa 





NOMINATION OF NORMAN P. MASON ll 


11. Review of preliminary plans and specifications. 

12. Request approval of Assistant Secretary of Defense (Properties and Installa- 
tions) if appropriated funds to be expended under Public Law 155, 82d Congress, 
are required in excess of $1,000 (ceiling $1,500) per unit for land acquisition, site 
improvement, and offsite utilities. 

13. Acquire land for site (when required). Request approval of Assistant 
Secretary of Defense (Properties and Installations) for land acquisition costing 
more than $25,000 for clearance with congressional committees. 

14. Submission by the military to FHA of final working drawing and speci- 
fications." 

*15. Appraisal and elgibility statement received from FHA. Military will pay 
FHA commitment fee at rate of $1.50 per $1,000 of insurable mortgage; to be 
reimbursed by sponsor. 

*16. Invitation for bid proposals. 

*17. Selection of lowest qualified bidder acceptable to military and FHA for 
mortgage insurance. (Each bid proposal to be accompanied by certified check 
in the amount of 2 percent of estimated replacement cost but not to exceed 
$25,000 nor less than $5,000.) 

*18. If low bid is not acceptable, the military and FHA may negotiate with the 
low bidder, readvertise bids or request Secretary of Defense (Properties and Instal- 
lations) approval for direct negotiation with other prospective sponsors. 

Note.—At this stage of development all succeeding processing steps are 
applicable to both competitive bid procedure and direct negotiation. 

19. Certificate of need for military housing, signed by Secretary of military 
department concerned, issued to sponsor for filing through mortgage with applica- 
tion for mortgage insurance. (If sponsor fails to effect closing 90 days after 
certificate of need is issued bid deposits may be forfeited.) 

20. Receives copy of FHA mortgage commitment insurance form to ascertain 
if it conforms to requirements in letter of acceptability and certificate. FHA 
gives military copy of project analysis. FHA will refund commitment fee to 
military after deposit is received from sponsor. 

21. Prepares leases, easements and utility contracts with sponsor’s attorney. 

22. Military may assist sponsor in obtaining FNMA commitment for per- 
manent loan. 

23. Closing attended by military representatives including attorney, and repre- 
sentatives of sponsor, contractor, mortgagee, FHA. Closing usually effected at 
FHA insuring office. Sponsor reimburses military for architect-engineer expenses. 
Military returns certified check to selected sponsor which accompanied bid pro- 
posal. (Certified checks accompanying unsuccessful bid proposals are usually 
returned by military after selection of a sponsor, or not later than 90 days after 
receipt.) 

24. Construction. Continuous inspections are made by representatives of mil- 
itary. (FHA is the official inspection authority.) 

25. Approval of all orders for changes in plans and specifications prior to sub- 
mission to FHA. 

26. Terms and conditions of tenant leases reviewed by military. 

27. Assists sponsor in settlement of tax problems arising in connection with 
project. 

28. Upon completion, certifies individuals who are eligible for occupancy. 
Certified individuals enter into tenant lease with sponsor. 

29. Coordinates rules and regulations disseminated by sponsor governing occu- 
pancy of units. 

30. Carries on continuous liaison and cooperates with sponsor in effecting utili- 
zation of units, security, fire and police protection, evaluating claims for damage, 
rental adjustments, etc., and terminal clearance of individuals vacating project. 
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Processing of Wherry project } (new procedure) 


Order of procedure Purpose 


Action 


1. Eligibility of base for | Determination of eligibility | (a) Board of senior Air Force officers under 

Wherry project. of Air Force installation for direction of Vice Chief of Staff deter- 
declaration as permanent mines eligibility. 
installation. 

2. Advance planning survey | To obtain necessary data es- | (2) Commanding officer of base requested 
of need for family hous- sential to the initiation of a to submit survey to Headquarters 
ing. Wherry housing project USAF, 

(b) Carbon copy of survey reviewed by 
AIO of command having jurisdiction, 
and comments submitted to Head- 
quarters USAF. 

(c) Director of Installations, Housing 
Group, reviews (1) land—whether 
Government has fee title, complete 
jurisdiction, and probable taxes; (2) 
housing requirements checking with 
Deputy Chief of Staff for Plans and 
Research as to strength; (3) coordi- 
nates with Master Planning Divi- 
sion and Utilities Branch as to loca- 
tion and utility needs. 

(d) Where necessary, Housing Group re- 
quests Real Estate Division, Direc- 
torate of Installations, to take re- 
quired action to acquire land and 
obtain cession of exclusive jurisdic- 
tion. 

(e) Real Estate Division: (1) Requests 

| Chief of Engineers to prepare plan- 
ning report for additional land if 
required; (2) requests Chief of En- 
gineers to take action to acquire land 
and to obtain cession of jurisdiction 
when necessary. 

3. Selection of architect- | To secure services of architect- | (a2) Request Chief of Engineers to nego- 
engineer. engineer for preparation of tiate architect-engineer contract. 

detailed plans and specifi- | (6) Division engineer directed to negotiate 
cations for project. | for architect-engineer. 
| (c) Division or district engineer negotiates 
architect-engineer contract to design 
project. 

4. Predirective conference...| To agree upon detailed re- | (a) Draft of development directive pre- 
quirements for project for | pared by Housing Group for con- 
inclusion in development | sideration at predirective conference. 
directive to Chief of Engi- | (b) Conference held, attended by repre- 
neers. « tli mia Mi allie Misia mea dll sentatives of the base, Headquarters, 
w USAF, Corps of Engineers, FHA, 

\_ . and architect-engineer. 

|S SiEKE LL, BlEEE | (©) As result of conference, final develop- 
| 5 we | ment directive prepared by Housing 
| di rp Group and coordinated with Air 
"Peo SP rere Staff agencies concerned. 

5. Development directive. To set forth requirements for | (a) Directive forwarded to Chief of Engi- 
project and serve as a guide | neers, with copies to command, base, 
for development of plans | FHA insuring office, and FHA, 
and specifications by the Washington. 

| architect-engineer. (6) Forwarded to division engineer and 
district engineer. 

(c) District engineer furnishes copy to 

| architect-engineer. 

6. Architect-engineer.. To prepare plans and specifi- | (a2) Architect-engineer and FH A-land plan- 


cations. 


See footnotes at end of table, p. 15. 


ner consult with base and agree on 
site plan. 

(6) Architect-engineer draws and prepares 
site plan and utility layout and ob- 
tains FHA approval. 

Architect-engineer’s preliminary plans 
and specifications reviewed by Air 
Force representatives in conjunction 
with FHA insuring office and must 
be approved by Housing Group, 
Headquarters USAF, and FHA. 

Any necessary amendments to develop- 
ment directive as a result of these 
conferences and reviews are then pre- 
pared and forwarded to Chief of 
Engineers to adjust project accord- 
ingly. 

Architect-engineer’s final plans and 
specifications and land planning are 
filed with FHA for preparation by 
FHA of appraisal and eligibility 
statement. 


(c) 


(d) 


(e) 
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Processing of Wherry project | (new procedure)—Continued 


Order of procedure Purpose 


7. Appraisal and eligibility | To provide basis on which dis- 
statement (precommit- trict engineer may 
ment). tise and obtain by invita- 

tion proposals to construct 
project. 


8. Invitation for proposals. To obtain competitive spon- 


sorship proposals on project. 


9. Selection of lowest 
ceptable bidder. 


ac- | To select proposal of sponsor 
which provides desired 
housing at lowest replace- 
ment cost, who is deemed 


acceptable for mortgage in- | 


surance processing. 


10, Certification of need and | To issue certification of need 
letter of acceptability. | required by sec. 803 (b) (2) 

| of Public Law 211, 80th Cong. 

| (Wherry Act), and to set 

| forth in letter of accepta- 

| bility to the sponsor terms 

| and conditions under which 

certificate is issued. 


See footnotes at end of table, p. 15. 


adver- | 


(d) 


Action 


(a) FHA reviews architect-engineer plans 
and specifications, determines re- 
placement cost, vacancy factor, oper- 
ations and reserves, an allowable 
mortgage, estimates taxes if any, and 
verifies rent requirement. Esti- 
mated time required to prepare ap- 
praisal and eligibility statement is 30 
days. 

Housing Group attempts to settle tax 
problems with local authorities to 
satisfaction of FH-A to ascertain if 
taxes are legally assessable and col- 
lectable. 

(c) Appraisal and eligibility statement 
submitted to and reviewed by Hous- 
ing Group, Headquarters USAF, 
and when approved is issued by 
FHA to district engineer. 

Approximately 2 weeks prior to issuing 
invitation for proposals, advance 
notice issued to prospective sponsors 
by division engineer. 

(6) Invitation for proposals issued by 
district engineers requires each pros- 
pective sponsor to submit with 
proposal a certified check for $25,000 
as liquidated damages for delays in 
closing with FHA within 90 days of 
receipt of certification of need, and 
states bids are to be opened on speci- 
fied date, which is normally 30 days 
thereafter. 

(c) As soon as project is advertised for bids, 
base commanding officer forwards to 
headquarters USAF copies of archi- 
tect-engineer land survey and legal 
description of area to be leased and 
access road to nearest public highway 
with descriptions for utility ease- 
ments, 

Normally, 30 days following issuance of 
invitations, proposals are opened by 
district engineer. 

District engineer submits all proposals 
to FHA insuring office for checking to 
determine which of those submitted 
can be considered lowest responsible 
(acceptable) bidder by FHA. 





(b) 


(a) 


(d) 


(6) FHA informs district engineer of lowest 
acceptable bidder. 

(c) District engineer informs Chief of 
Engineer’s office of lowest bidder and 
transmits proposals of all sponsers 
and lowest acceptable sponsor’s certi- 
fied check. 

Chief of Engineers forwards above to 
Headquarters USAF. 

(e) Housing Group, Headquarters USAF, 
checks qualification of recommended 
sponsor, builder experience, and in- 
dication of availability of mortgage 
money. 

Upon satisfactory completion of above 
checking by Housing Group, certi- 
fication of need and letter of accepta- 
bility are prepared and forwarded for 
review and coordination by the gen- 
eral counsel and the Deputy for 
Family Housing. 

Certification of need submitted to 
Secretary of Acting Secretary of Air 
Force for signature. 

(c) Letter of acceptability signed by Sec- 
retary, Acting Secretary, or Deputy 
for Family Housing. 

(d) Members of Congress concerned are 
notified by Directorate of Legislation 
and Liaison, and Directorate of 
Public Relations issues press notice 
to command and base P1O’s, 


(a) 


(b) 
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Processing of Wherry project } (new procedure)—Continued 


Order of procedure Purpose 


10. Certification of need, | To issue certification of need, 
ete.—Continued | ete.—Continued 


| 


11. Sponsor’s filing with | To comply with terms and 
FHA, conditions of letter of ac- 
| ceptability which require 


| filing of certification of need 
and application 
gage insurance with FHA- 
| insuring office within pre- 
scribed period. 

| Commitment issued by FHA 
that it will insure project in 
a stated amount. 


12. FHA commitment... 





13. Leases, easements, and 


for mort- | 


To ease land on base to sponsor, 


utility contracts. provide easements over 
Government land, and to | 
provide required utility 
services. 
DA, GRE icc cdevonnctnase To effect a formal closing of 


the project to obtain the 
Federal Housing Commis- 


gage note for mortgage in- 
surance, 





See footnotes at end of table, p. 15. 


sioner’s indorsement of mort- | 
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Action 





(e) Letter of acceptability and certification 
of need forwarded to sponsor by air- 
mail, special delivery, registered. 

({) Upon certification of successful sponsor, 
or within 90 days of operating of pro- 
posals, $25,000 will be returned to 
unsuccessful sponsors. 

(a) Usual period for filing is 15 days follow- 
ing issuance of certification of need. 


(a) Upon filing of application by sponsor’s 
mortgagee, {A insuring office 
checks application and issues com- 
mitment for mortgage insurance. 

(6) Sponsor pays fee and picks up commit- 
ment and project analysis from FHA 
insuring office. 

Copy of commitment (FHA form 
2432-W), project analysis (FHA 
form 2264-W), and reserve for replace- 
ments (FHA form 2419-W) forwarded 
to Housing Group, Headquarters 
USAF. Housing Group checks it to 
ascertain if it conforms to require- 
ments in letter of acceptability and 
certificate. 

(a) Upon receipt from base commandin 
officer of architect-engineer land sur- 
vey and word descriptions forwarded 
to Headquarters USAF at time in- 
vitation for proposals is_ issued, 
Housing Group checks data and 
furnishes base with forms and infor- 
mation on which to prepare leases and 
utility contracts in final form. 

(b) Base commander works up final leases 
and utility contracts with sponsor’s 
attorney and when executed by spon- 
sor, submits to Housing Group, 
Headquarters, USAF. 

(c) Leases and utility contracts finally 
reviewed and approved by Housing 
Group. It also prepares easements. 

(d) Leases and easements forwarded to 
General Counsel for review and co- 
ordination and to Deputy for Family 
Housing for signature. 

(e) Utility contracts approved by Director 
of Installations pursuant to AFR 91-5. 

(a) Sponsor responsible for obtaining con- 
struction loan and permanent loan 
for entire amount of mortgage. 

(b) Where sponsor experiences difficulty in 
obtaining financing, Headquarters 
USAF has assisted in obtaining 
FNMA commitment for the perma- 
nent loan. 

(c) Sponsor’s attorney prepares all legal 
documents required by FHA, norm- 
ally 30 to 50 different papers in 8 to 28 
copies. 

(@) Sponsor arranges date for formal closing 
with concurrence of FHA insuring 
office, FHA closing attorney, mort- 
gagee representative, and Air Force 
attorney from Housing Group. 

(e) Sponsor reimburses Air Force for the 
expense incurred in having architect- 
engineer prepare plans and specifi- 
cations. 

lg ) ae required at closing to pay all 

FHA fees and to post with mortgagee 
cash required in addition to mortgage. 


(c 


Te el ee ae od 


~ 


Ts 
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15. Construetion 


16. 
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Order of procedure 


4. Closing—Continued. 


Completion 
pancy 


and 


occu- 


Processing of Wherry project ! (new procedure)—Continued 


Purpose 


| To effect a formal closing 
Continued 


To complete units and make 
available for 
earliest possible date. 


To make 


family 
military 
sonnel 


occupancy at 


available needed 


housing for eligible 


and 


civilian gper- 


Action 


(g) Closing effected at FHA insuring office 
with representatives of sponsor, con- 
tractor, architect-engineer, mort- 
gagee, FHA, and Headquarters 
USAF present, at which executed 
leases, easements, etc., are delivered 
to sponsor, normally 20 to 30 people 
involved. 

(h) $25,000 will be reimbursed to successful 
sponsor at completion of formal 
closing. 

(a) Construction initiated by sponsor and 
completed under supervision and 
inspection of FHA in accordance 
with plans and specifications. 

(5) Construction usually starts immedi- 
itely following formal closing with 
FHA, exception, where FHA insur- 
ing is upon completion of project and 
closing held approximately 17 months 
later after start of construction. 

(c) Housing Group issues DO rating and 
allocates controlled materials direct 
to sponsor prime contractor. 

(d) Terms and conditions of tenant leases 
reviewed by Housing Group, Head- 
quarters, USAF, prior to use by 
sponsor 

(e) Housing Group, Headquarters, USAF, 
continues to assist in settlement of 
tax problems arising in connection 

with project, if any. 

f) Inspections are made by representa- 

tives of Housing Group. 

(g) FHA approves house for oecupancy 
ind approves maximum rent to be 
charged tenant, which is normally 
rent approved by Housing Group for 
the Air Force. 

(a) As housing units are completed and 
ipproved for occupancy by FHA, 
base housing officer certifies to 
sponsor individuals who are eligible 
for occupancy 

Individuals certified enter into tenant 
lease with sponsor, 


1 Whenever Chief of Engineers is referred to, Air Force now performs that function, 
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Note.—In those cases where sponsors were secured under DA letters AGAO-S 
600.12 (13 Sep 49) CSGLD/C2, 19 September 1949; AGAO-S 600.12 (5 Oct 49) 
CSGLD/C2-M, 11 October 1949; and/or AGAO-S 600.12 (15 May 50) G4, 16 May 
1950, the basic authority contained in these letters is continued in effect so far 
as they pertain to leasing and contract agreements for the projects concerned. 


*AR 210-220 
ARMY —} DEPARTMENT OF THE ARMY 
No. 210-220 WASHINGTON 25, D. C., 8 May 1952 


INSTALLATIONS 
MILITARY HOUSING UNDER THE NATIONAL HOUSING ACT 


Paragraph Page 
Purpose . 
St: ytutory authority. SEAT: 
Mortgage insurance and certification 
Definitions 
Applic ability . 
Criteria and method for determination of housing need 
Project initiation and development 
Sponsor selection . 
Construction phase - ee 
Operating phase pai 
Qccupancy policy 
Negotiation of leases 
Utilities and related services 
Community facilities 
Expenditure of appropriated funds_- inte : 
Police protection --_-- Hie wshihcnansdswaes ktcamenuscnke 
Project taxation --._- ec einai bie cha aieh within 


om Oh e 


Sows 
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Purpose.— These regulations set forth the Department of the Army policies 
and procedures involved in initiation, processing, development, and occupancy 
of rental housing secured under Title VIII, NHA (Wherry Act Housing). 

2. Statutory authority. 

a. Act 5 August 1947 (PL 364, 80th Cong.) 

b. Act 8 August 1949 (PL 211, 8ist Cong.) 

c. Act 2 May 1950 (PL 498, 81st Cong.) 

d. Act 1 September 1951 (PL 139, 83d Cong.) 

e. Act 28 September 1951 (PL 155, 82d Cong.) 

3. Mortgage insurance and certification.—Under Title VIII of the National 
Housing Act, the Federal Housing Commissioner is authorized to insure mort- 
gages of lending institutions made to private builders for the construction of 
rental housing on and near military installations when the Secretary of Defense 
or his designee shall have certified to the Commissioner that the housing with 
respect to which the mortgage is made is necessary to provide adequate housing 
for the personnel at the installation and that the station is deemed a part of 
the permanent military establishment. Housing so provided is designed for 
residential use by military and civilian personnel of the Army, the Navy, the 
Air Force, or the Marine Corps, including employees of Government contractors, 
assigned to duty at the military installation at or near which the property is 
located. 

4. Definitions.—For the purpose of these regulations, the following definitions 
apply: 

a. Major commander.—The Commanding General of a continental army, Mili- 
tary District of Washington, or one of the areas referred to in paragraph 5a. 

b. Mortgagee.—Original lender under a mortgage, his successors and assigns. 

c. Mortgagor.—Original borrower under a mortgage, his successors and assigns. 

d. Project schedule-—A tabular description of a project showing the quantity 
of units by number of bedrooms, type building, shelter rental, utility costs, taxes 
and the over-all gross rental on a monthly basis. 

e. Sponsor.—An individual or corporate agency capable of initiating, financing, 
constructing, maintaining, and managing a rental housing development on or 
near an Army installation. 





*For list of supersede d publications, see last page. 
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5. Applicability.— Under the criteria established by Title VIII of the National 
Housing Act, only certain installations are eligible for rental housing. Installa- 
tions must meet the following requirements: 

a. Must be located within one of the 48 States, the District of Columbia, Alaska, 
Hawaii, Puerto Rico, or the Virgin Islands. 

b. Must be designated as a permanent part of the military establishment with 
a definite long-term requirement for family housing. 

c. Must show a substantial net deficiency in family housing for the permanent 
garrison. 

6. Criteria and method for determination of housing need.—a. Determination 
of requirement.—The first step is a determination of the installation gross hous- 
ing requirement. Gross housing requirement is computed by determining the 
number of married officers and enlisted personnel (grades E-7, E-6, E-5, and E-4 
with over 7 years’ service) and civilians assigned or attached for duty at or in 
the vicinity of the station. Other than for isolated stations, all except key civil- 
ians are excluded from computations. 

b. Quarters availability—The second step is the computation of available 
and adequate quarters at the station. This will include a listing of all perma- 
nent type public quarters, conversions of all types, former PHA units transferred 
to the Department of the Army jurisdiction and any existing Title VIJI, NHA 
housing. 

c. Determination of net potential—The third step is determination of the 
station net housing deficiency or a net potential for support of any proposed 
Title VIII, NHA project. Net deficiency is computed by subtracting from the 
gross housing requirement the number of existing and acceptable quarters as 
outlined in 6 above. 

d. Maximum housing units authorized.—The final step indicates the maximum 
number of rental units any individual installation may be authorized under 
Title VIII, NHA. Normaily, this figure is computed by reducing the net 
deficiency or potential by approximately 50 percent. However, in special 
instances, the percentage reduction may vary in accordance with the requirements 
of the installation. 

7. Project initiation and development.—a. The installation commander is re- 
sponsible for initiation of project requests when it has been determined that 
there is a substantial net housing deficiency for the station and when it has 
been determined in collaboration with field representatives of the Federal 
Housing Administration that the construction of a project is feasible and will 
have no adverse effect on the rental housing market of adjacent communities. 

b. The major commander is responsible for review and analysis of a project 
request to determine the justification for the size and schedule of the project 
and forwarding to the Department of the Army with specific comments and 
recommendations. Project requests involving class II installations will be 
forwarded by the major commander through the office of the head of the tech- 
nical service having primary interest. 

c. The Assistant Chief of Staff, G-4, Department of the Army, is responsible 
for review of the project for conformity to statutory requirements and making 
recommendations to the approving authority after effecting inter-Departmental 
coordination. 

d. The Corps of Engineers is responsible for development of all projects in 
accordance with directives issued by the Assistant Chief of Staff, G-4. Excep- 
tions may be authorized by the Department of the Army in special cases. The 
responsibility of the Corps of Engineers continues through all phases of develop- 
ment and involves action associated with design, when applicable, obtaining 
favorable appraisal and eligibility statements, certifications of need and con- 
summating mortgage arrangements and leasing and service contract documents. 
In addition, the Corps of Engineers will provide nominal surveillance of construc- 
tion activities, report unsatisfactory progress and apparent construction defi- 
ciencies to the Federal Housing Administration and, where necessary, advise 
the Federal Housing Administration so that necessary corrective measures can 
be taken to assure provision of adequate housing with minimum delay. 

8. Sponsor selection.—Sponsors for projects will be selected from among those 
who submit proposals in response to solicitations using Government-furnished 
plans. Final selection is based on the proposal of a sponsor providing the 
desired housing at the lowest bid replacement cost and who is deemed acceptable 
by the Federal Housing Administration for mortgage insurance processing. The 
exception to this procedure will be in the case of projects for which sponsorship 
is secured by negotiation using either Government- or sponsor-furnished plans. 
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For the exception, the sponsor will be selected after it has been determined that 
his proposal will provide the desired housing, that his professional reputation 
and integrity together with his financial resources will assure his acceptance 
by the Federal Housing Administration for mortgage insurance processing and 
that the construction of the proposed project is feasible under statutory limi- 
tations and specified gross rentals. 

9. Construction phase.—a. The mortgagor is responsible for all construction 
incident to the project, including connection of utilities to the post system when 
the Government furnishes any or all utilities. When private public utility 
companies supply utilities to the sponsor, necessary easements may be granted 
across Government property to and on the project area in accordance with AR 
100-62. 

b. The Corps of Engineers will provide for or make arrangements with the post 
engineer to provide 

(1) The mortgagor or construction agency with necessary temporary utili- 
ties which cannot reasonably be furnished from outside sources. Costs 
of extensions or connections will be borne by the mortgagor or con- 
struction agency. Billing on a reimbursable basis will be rendered by 
the post engineer in accordance with AR 420-80. 

The mortgagor with installation maps showing location of underground 
utility systems. 

(3) A system of ee data concerning the progress of construction 

for purposes of scheduling occupancy. 

(4) Coordination of details as may be necessary between the mortgagor 

and the installation. 

10. Operating phase.—a. The mortgagor is responsible for collection of rents 
and operation of the project in accordance with its articles of incorporation and 
the terms and conditions of the lease granted by the Government for the con- 
struction of the project or as this lease may be amended by future mutual agree- 
ment of all aaa rned. 

b. The Corps of Engineers is responsible for acting upon all technical problems 
relating to leases, utility contract modifications, etc., as may arise between the 
mortgagor or management agency and the installation. When these problems 
cannot be solved at local level, they will be referred through Engineer channels to 
higher echelons for resolution. 

c. The Corps of Engineers will be responsible for enforcing the terms of and 
the conditions of the lease granted by the Government and these regulations ex- 
cept as otherwise provided for in the lease. Administrative problems that can- 
not be solved at station level, will be referred through appropriate channels 
to higher headquarters for resolution. ; 

11. Occupancy policy.—a. Priority of occupancy which is afforded military 
and military-connected civilian personnel for rental housing constructed under 
the provisions of Title VIII, NHA, is not assigned as are public quarters. How- 
ever, in certifying persons to the rental management for occupancy of this hous- 
ing, commanders will be guided by the principles of assignment in AR 210-10. 
Exceptions are authorize c within the spirit of AR 210-10, as are dictated by local 
conditions, size of family and economic status of the personnel concerned. 

b. In accordance with the lease, the mortgagor will make all units in the hous- 
ing project available to station personnel certified by the installation commander, 
asin aabove. However, in the event the installation commander fails to certify 
personnel to the rental management within 30 days after receipt of written 
notice from the mortgagor that the unit or units are available, the mortgagor 
may lease such units to other than station personnel. Further, the Army, in 
initially certifying to the Federal Housing Administration the need for this 
housing, has assumed a definite moral obligation and has a keen self-interest in 
all housing projects to assure that all units are occupied within the allowed oc- 
cupancy factor for the individual project. Accordingly, it will be the direct re- 
sponsibility of the installation commander to provide the mortgagor with a 
coordinated and aggressive program to assure maximum occupancy. 

12. Negotiation of leases.— Real property may be outleased, to effectuate the 
intent of Title VIII, NHA, within the meaning of the Act of 5 August 1947 (61 
Stat. 774) under such terms and conditions as will best serve the national in- 
terest without regard to the limitations imposed by the act in respect of the term 
or duration, and the power to revoke such lease in the event of a national emer- 
gency she ull not apply. 

a. Responsibility for the determination of availability of land for outleasing 
purposes in connection with Title VIII, NHA projects, will be in accordance 
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with SR 210-15-1 for command installations and SR 210-15-2 for industrial 
installations. 

b. The Corps of Engineers is responsible for negotiation of leases on the appro- 
priate lease form and forwarding to the Office of the Secretary of the Army for 
execution. 

13. Utilities and related services.— Utilities and related services, as otherwise 
are not available from local public or private sources, may be sold on a reimburs- 
able basis by the Government to housing projects constructed under Title VIII, 
NHA. 

a. Rates for charges will be determined by the Corps of Engineers in accord- 
ance with AR 420-80, with the exception that local prevailing rates will not be 
used and in no case will charges be at less than cost to the Government. 

b. Terms and conditions of any contract, including the period of contract, will 
be as specified in the appropriate form for utility contracts and will be supple- 
mental to the lease negotiated for the individual project. 

c. Contracts covering utilities and related services will be referred to the 
Department of the Army for approval. 

14. Community facilities.—As a general policy, commercial shopping facilities 
in connection with Title VIII, NHA projects will not be authorized. If provision 
of commercial shopping facilities is contemplated in any project under consider- 
ation and inclusion of these facilities appears in the best interest of the Army, 
requests for the project and/or the facilities together with complete justification 
for exceptions to the general policy may be forwarded to the Department of 
the Army for consideration. No commitment or indication of such commitment 
regarding such facilities will be made prior to receipt of Department of Army 
action. 

15. Expenditure of appropriated funds.—Appropriated funds as authorized by 
Public Law 155, 82d Congress, may be expended for acquisition of land, installa- 
tion of outside utilities and site preparation for housing projects constructed 
under Title VIII, NHA. Such expenditure will not exceed an average of $1,500 
per housing unit in any one project nor an average of $1,000 per housing unit in 
respect of all housing projects for which expenditure may be approved. 

a. No appropriated funds will be expended in the development of projects where 
title to the land will not remain with the Department of the Army. 

b. The need for expenditures of appropriated funds will be determined by the 
Corps of Engineers after consultation with the Federal Housing Administration 
and before the issuance of a commitment to insure by the Federal Housing Admin- 
istration. Obligation and expenditure of appropriated funds in connection with 
Title VIII, NHA projects, will be by the Corps of Engineers in accordance with 
directives and after approval by the Assistant Chief of Staff, G-4, Department of 
the Army. 

16. Police protection.— Police protection may be provided to a housing project 
by the installation commander, however, the commander cannot by contract 
provision void or lessen his personal responsibility for station security. If the 
protection or security of his post is, in his opinion, endangered or threatened, or 
conditions prevail which require additional police personnel, the cost thereof 
should be charged to the lessee. In the event usual traffic control lights, painted 
curbs, markers for parking areas, or other traffic signs or devices are required, the 
post or station engineer should compute the costs which should be charged to 
the project and the reimbursable features covered in the letter agreement. 

17. Project taxation.— After a project is completed and it has been released for 
occupancy, if the installation commander has reason to believe that the Depart- 
ment of the Army may have an interest in a tax problem involving a Title VIII, 
NHA housing project, the facts of the problem should be forwarded to the Office 
of The Judge Advocate General, Washington 25, D. C., ATTN: Procurement 
Division, in accordance with APP 11-350a. Except for the purpose of obtaining 
information on the nature of the problem involved, independent conferences 
or direct negotiations with State or local tax authorities will not be undertaken 
by Department of the Army personnel without express authority of the Office 
of The Judge Advocate General. 

[AG 600.12 (11 Apr 52)] 
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By ORDER OF THE SECRETARY OF THE ARMY: 


OFFICIAL: J. LAWTON COLLINS 
WM. E. BERGIN Chief of Staff, United States Army 


Major General, USA 
The Adjutant General 


DISTRIBUTION: 
D 


These regulations, together with SR 210-220-1, 8 May 1952, supersede the following DA letters, except 
that in those cases where sponsors were secured under DA letters AGAO-S 600.12 (13 Sep 49) CSGLD/C2, 
19 September 1919; AGAO-S 600.12 (5 Oct 49) CSGLD/C2-M, 11 October 1949; and/or AGAO-S (15 May 
50) G4, 16 May 1950, the basic authority contained in these letters is continued in effect so far as they per- 
tain to leasing and contract agreements for the projects concerned: 


File Date Subject 
(AGAO-S 620 (14 Sep 48) CSGSP-M 21 Sep 1948 Provision of Family Housing by Private 
Enterprise for Army Use. 
AGAO-S 620 (11 May 49) CSGLD/C2)..-... 16 May 1949 Procedures for Processing Projects under 
Proposed Title VIII of the National Hous- 
ing Act (with one inclosure). 


(AGAO-S 600.12 (13 Sep 49) CSGLD/C2)_.. 19 Sep 1949 Procedures for Operations under Public Law 
211 (The Wherry Bill) (with five inclo- 
sures). 

(AGAO-S 600.12 (5 Oct 49) CSGLD/C2-M).. 11 Oct 1949 Procedures for Operation under Public Law 
211 (The Wherry Bill) (with one inclo- 
sure). 

AGAO-S 620 (13 Oct 49) (CSGLD/C2) a 18 Oct 1949 Supplemental Instructions for Processing 


Projects under Title VII, National Hous- 
ing Act (with one inclosvre). 

20 Feb 1950 Provision of Community Facilities in Con- 
nection with Title VIII, NHA Projects. 


(AGAO-S 600.12 (9 Feb 50) CSGLD/C2) 


AGAO-S 600.12 (15 May 50) G4___. .-- 16 May 1950 Revision Title VIII, NHA Procedures (with 
two inclosures). 

(AGAO-S 600.12 (14 Jul 50) G4 i ...... 19July 1950 Lease Considerations for Government Land 
Used for Wherry Projects. 

(AGAO-S 600.12 (5 Oct 50) G4/C4)___. ... 9Oct 1950 Extension to Title VIII, NHA Family 
Housing Projects. 

AGAO-S 600.12 (6 Feb 51) G4-M)_-.....-... 7 Feb 1951 Revised Title VIII, NHA Procedures (off- 
site) (with one inclosure). 

AGAO-S 600.12 (6 Feb 51) G4-M)--- 14 Feb 1951 Title VIII, NHA Housing—Procurement 
Assistance, 

AGAO-S 600.12 (17 Jul 51) G4-M). . 20 Jul 1951 Revision of Title VIII, NHA Procedures 
(with one inclosure). 

(AGAO-S 600.12 (26 Jul 51) G4-M)- .-. 831Jul 1951 Processing of Title VIII, NHA Family 
Housing Projects. 

(AGAO-S 600.12 (29 Sep 51) G4-M)_.......... 29Sep 1951 Procedures for Operation under Title VIII, 
NHA. 

(AGAO-S 600.12 (20 Dec 51) G4-M)-_--------- 26 Dec 1951 Exepnditure of Funds for Title VIII Hous 
ing Projects. 

(AGAO-6 600.12 (11 Jan 52) G4-M)_.......... 144Jan 1952 Procedures for Operation under Title VIII, 
NHA, 

(AGAO-S 168 (26 Feb 52) G4-M)-__--....--- . 1 Mar 1952 Revised Procedures for Selection of Spon 


sors for Projects under Title VIII, NHA— 
Bid Bonds, 





[H. Rept. No. 410, 81st Cong., Ist sess.] 
MortGaGEeE INSURANCE FOR MILITARY HovusING 


The Committee on Banking and Currency, to whom was referred the bill (S. 1184) 
to encourage construction of rental housing at or in areas adjacent to military and 
naval installations, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 


GENERAL STATEMENT 


The purpose of the bill is to encourage private enterprise to construct rental 
housing to serve the needs of personnel at military installations, primarily through 
(1) the provision of a special form of mortgage insurance not otherwise available, 
(2) the leasing of sites by the Military Establishment free from the right of revo- 
cation, and (3) the provision of utility services by the Military Establishment on a 
long-term basis. 

As introduced, the bill would have amended the National Housing Act by adding 
a new title VIII to provide for the insurance of mortgages on new rental housing 
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at or near military or naval installations against defaults due to deactivation or 
substantial curtailment of activities at such installations. The mortgages 
insured could not have exceeded in amount $5,000,000, 100 percent of the estimated 
current cost of the housing, or an average of $9,000 per family unit for the por- 
tions of the mortgaged property attributable to housing use. 

Subsequent to the introduction of the bill and its reference to your committee, 
the sponsors submitted a proposed amendment in the nature of a substitute 
which, in addition to incorporating a number of technical changes, provided that 
the mortgage insurance under the new title VIII would be against all defaults of 
the mortgagor, including defaults occasioned by deactivation or curtailment of the 
military or naval installation. Although the maximum amounts for insured 
mortgages remained in the substitute measure at $5,000,000 and $9,000 per family 
unit, such mortgages would be limited to 95 percent, rather than 100 percent, of the 
estimated current cost of the housing. Additional provisions were added in the 
measure to permit the armed services to lease lands for housing with mortgage 
insurance under this title, upon terms deemed to be in the public interest and 
without limitation as to lease duration or the right of revocation by the United 
States in the event of national emergency. The armed services would also be 
permitted by this measure to sell and contract to sell utilities and related services 
to purchasers in the immediate vicinity of military and naval installations when 
such services are not otherwise available. Hearings were held by your committee 
on this substitute measure. 

Representatives of the three branches of the National Military Establishment, 
appearing before your committee, strongly urged the enactment of this measure. 
They stressed, in terms of the efficiency of the armed services, the urgent need for 
adequate housing facilities to serve families of their personnel. They made it 
abundantly clear that, to attract and hold the highly trained, experienced, and 
technical personnel now required by the Departments of the Army, the Navy, 
and the Air Force, it is essential that this personnel be afforded an opportunity 
to live comfortable and normal lives, insofar as military duty permits, on a 
reasonable parity in terms of housing, with the, average American citizen. The 
fact that most of them do not now have this privilege is a major contributing 
factor to the existence of a morale problem that bears on the effectiveness of our 
armed forces, to the difficulties in recruiting able men, and to the large percentage 
of trained men who are failing to reenlist at the expiration of their enlistment terms. 

Prior to the last war, when the size of our armed forces was of necessity expanded 
to such a great extent, it was customary for the Government to furnish public 
quarters for the families of officers and enlisted men. Now, however, with the 
increase of the armed services to 10 times their prewar strength and the relative 
increase in the number of older, technically trained men in the services, men who 
are married and desire a family life, the housing provided by the Government 
has not kept pace with the need. As a consequence, at the present time many of 
the men in our armed forces are separated from their families. Many more are 
living with their families under the most deplorable condicions in trailer camps, 
tourist cabins, shacks, single rooms, and other inadequate accommodations— 
highly undesirable environments in which to raise their children. Instances were 
cited to your committee of families of military personnel living in converted bar- 
racks with community bathing and cooking facilities, families living cramped 
together in structures without sanitary facilities, and families living under other 
distressing conditions. Often exorbitant prices are paid for such quarters. The 
effect of such conditions, in terms of the morale problems of the armed services 
and the reluctance of young men to commence military careers, can be readily 
understood. 

Adequately training men to maintain and operate our present-day intricate war 
machines is an extensive and costly undertaking. Whenever a trained man fails 
to reenlist, the investment of the Government in his training is lost to the armed 
service involved and another man must be given similar training. It was pointed 
out to your committee by the Secretary of the Air Force that it takes years for a 
man to become a technically efficient engine mechanic or radar expert, and that 
after Government funds are used to train such a man to the point where he is per- 
haps worth a hundred thousand dollars to the armed services, he may fail to re- 
enlist when his current enlistment is completed. Asa result, the Military Estab- 
lishment loses thousands and thousands of dollars in training. At some stations 
the reenlistment rate is as low as 7 percent and the reason most often assigned for 
not reenlisting is lack of housing facilities. In other places where there is ade- 
quate housing available, reenlistments run as high as 75 to 90 percent. 

The Air Force in September 1948 made an analysis of its enlisted personnel 
which indicated that only 59 percent of all married enlisted personnel intended to 
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reenlist. However, 79 percent indicated that they would reenlist if the Govern- 
ment were to provide family housing. Those failing to reenlist include some of 
the best trained and most able men. 

Testimony presented by the Military Establishment indicated a present need 
for 261,565 new family units to serve its personnel at various installations. There 
has been included in the record of the hearings a table showing the number of units 
needed at each installation. Normally these units would be supplied through the 
construction of public quarters by the military forces. However, meeting this 
present need in its entirety through the use of public funds would require a tre- 
mendous direct e xpenditure by the Federal Government. It is therefore extremely 
important that private builders be encouraged to construct as much of this housing 
as possible. 

The bill is designed to encourage them to construct such housing. Where hous- 
ing is constructed with mortgage insurance under the bill, no cost to the Govern- 
ment would be involved unless, through deactivation or curtailment of military 
installations or other causes there are losses in excess of the premium and other 
payments by the mortgagee to the insurance fund. In any event, such losses 
would not approach the cost of construction by the Federal Government. 

However, testimony presented to your committee emphasized that housing 
constructed with mortgage insurance under this bill cannot possibly meet more 
than a portion of the military housing need. Privately owned housing of sound 
standards, as contemplated by the bill, cannot be constructed to rent for sums 
low enough to be within the financial reach of the majority of the lower grades of 
military personnel and civilian employees, even with the aids which would be 
provided by the bill. Quarters allowances (paid in lieu of furnishing public 
quarters for personnel and their families) are presently only $37.50 per month 
for enlisted men. These allowances are usually limited to married men of the 
first three grades, master sergeants, technical sergeants, and staff sergeants in 
the Army and Air Force, and noncommissioned officers of similar grades in the 
Navy. Rental allowances for officers with dependents range from $60 per month 
in the case of a second lieutenant with less than 5 years’ service to $120 per month 
for majors with over 23 vears’ service, and for officers of higher rank. 

In general, construction costs for housing under the bill may be expected to 
be comparable to those for other housing for which mortgages are presently insured 
by the Federal Housing Administration. Some savings might be effected through 
the elimination of land assembly costs and other site costs in cases of the lease or 
sale of sites by the armed services, or through the provision of utility services by 
the installations served by the housing. On the other hand, such reductions may 
be offset in some cases by the added costs of construction at locations distant from 
established communities. Therefore, if rentals for housing under the bill are to 
meet operating costs and debt service, they must generally be comparable to 
rentals for other housing insured by FHA, with such minor reductions as might be 
possible as the result of savings in development cost. The following table was 
submitted to your committee to show the percentage distribution by rentals and 
room sizes of rental housing for which FHA issued insurance commitments under 
title VI, the war housing insurance title, of the National Housing Act: 


Number of rooms per dwelling unit ! 


Per- | | | 
cent- Less | | 
Monthly rental age than 314 4 4'6 5 5% | 6 Total 


distri- 3 | 
bution | 


1.4 | 100.0 





Less than $60 3.1 7.7 | 27.9 36.5 2.4 
$60 to $69.99 8.8 | 10.7 8.8 17.9 | 21.8 6.0 100. 0 
$70 to $79.99 17.5 7) 6.5 35.5 | 24.9] 60] 0.1 1.8 | 100.0 
$80 to $84.99 13.0 6.4 2.2 13.2 | 39.8 | 13.6 3 100. 0 
$85 to $89.99 : 14.6 1.4 9 13.3 | 22.6 | 46.6 |_. .2 | 100.0 
$90 to $94.99 11.0 2.6 11.6 | 30.2 | 38.6 1.1 .7 | 100.0 
$95 to $99.99 11.2 1.8 4.5 | 25.9 | 36.7 13) 2.1) 100.0 
$100 to $109.99 : 11.5 4 8.4 | 31.2 | 41.9 4.8 | 10.0 | 100.0 
$110 to $124.99 6.8 7.1 | 11.6 | 48.4 | 17.9 9.7 | 100.0 
$125 or more ‘ 2.5 2.1 | 34.5 | 28.1 1.0 34 3 | 100.0 
Total. Poe 100.0 | 2.3] 3.7 | 18.9) 15.9 | 26.3 8.41 211-32 100. 0 


Median rental, $87.56. 


1 FHA room count excludes baths, dressing closets, and hall space. 
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Although it is possible that rentals for housing built with mortgage insurance 
under the bill may be at levels somewhat lower in some cases than rentals for 
other new housing (such as rentals listed in the above chart), it does not appear 
that such rentals would be within the quarters allowances for junior officers and 
enlisted men. However, it must be recognized that many families are now pay- 
ing more than these allowances as rent. By actual survey the Military Establish- 
ment found that the average rentals now being paid by military families vary 
from base to base, with the average rentals paid by officers ranging from $75 to 
$125 and those paid by enlisted men from $45 to $85. These figures represent 
averages and reflect rentals paid for completely inadequate makeshift shelters 
as well as for accommodations which can be considered adequate dwellings. 
Many rentals paid are, of course, substantially above the averages. Thus, the 
provision of housing under this bill, even at rentals in excess of quarters allowances, 
would make available decent, safe, and sanitary living accommodations to fam- 
ilies of junior officers and enlisted personnel at rentals comparable to or lower 
than those which many of them are now paying for substandard and inadequate 
quarters. 

Your committee believes that every effort should be made to provide housing 
at rents within the means of as many enlisted personnel and junior officers as 
possible. As one means of aiding the accomplishment of this purpose, representa- 
tives of the Military Establishment propose that rent differentials be established 
so that officers better able to pay would be charged higher rents than those charged 
enlisted men. The success of this proposal would, of course, depend on coopera- 
tive arrangements therefor worked out by the Military Establishment with the 
private sponsors and developers of the particular housing projects. Repre- 
sentatives of the Military Establishment have also indicated that it would be 
the policy of military authorities to assign enlisted personnel and junior officers, 
insofar as possible, to existing public quarters, thus leaving higher-ranking oificers 
to be housed in the private-housing developments. 


EXPLANATION OF THE BILL AS REPORTED 


The bill would provide for a program of mortgage insurance to encourage con- 
struction of rental housing for families of civilian and military personnel at Army, 
Navy, Marine Corps, and Air Force installations and would authorize certain 
aids to such housing in connection with site acquisition, provision of utilities, and 
secondary credit for insured mortgages. A new title VIII, Military Housing 
Insurance would be added to the National Housing Act by section 1 of the bill. 
This title would, in general, be similar to the present provisions of title VI of the 
National Housing Act relating to rental housing except for certain provisions de- 
signed to meet problems peculiar to mortgage insurance for military housing. 


Eligibility for military housing mortgage insurance 

To be eligible for insurance under this new title VIIT a mortgage would have to 
meet the requirements prescribed in section 803 (b). The housing involved would 
have to be designed for rental use by civilian or military personnel of the Army, 
Navy, Marine Corps, or Air Force assigned for duty at installations in the area 
in which it is constructed, or for emplovees of Government contractors at such 
installations. In this connection, preference or priority of opportunity in the 
occupancy of the mortgaged property for such personnel and their immediate 
families would be provided under such regulations and procedures as may be pre- 
scribed by the Federal Housing Commissioner. 

Mortgages could not be insured under this title unless the Secretary of Defense 
or his designee certifies that the housing is necessary for the needs of the personnel 
at a military installation, that such installation is deemed to be a permanent part 
of the Military Establishment, and that there is no present intention to curtail 
substantially the activities at such installation. The acceptance of such a certi- 
fication by the Federal Housing Commissioner in lieu of making a determination 
of ‘‘acceptable risk,’’ as required for insurance under title VI of the National 
Housing Act, constitutes the primary difference between the insurance which 
would be authorized under the new title VIII and insurance of rental housing 
mortgages under title VI. The application of the customary tests of acceptable 
risk, including standards as to neighborhood and market availability, have gen- 
erally made it impossible for the Commissioner to insure, under title VI, mort- 
gages on housing adjacent to military installations, particularly in isolated local- 
ities, where the possibility of deactivation or curtailment of the installation is 
combined with the lack of an independent market for the housing. 
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In order to provide more flexibility in the handling of these certifications, the 
bill as reported would require such certifications to be made by the Secretary of 
Defense or his designee rather than by the Secretary of the military department 
involved, as provided in the original bill and the substitute measure. 

Although the Federal Housing Commissioner would not be required to deter- 
mine acceptable risk under this new title, he would be authorized by the bill to 
prescribe the terms upon which he would make commitments to insure mortgages 
under this title, and could require the mortgagor to be regulated or restricted as 
to rents or sales, charges, capital structure, rate of return, and methods of opera- 
tion. Your committee has been assured that the Commissioner would require 
that a proposed project demonstrate a rental income sufficient to pay operating 
and debt-service charges, and would require it to meet sound standards of con- 
struction, design, and livability. In this connection, your committee under- 
stands that the military authorities would establish that the personnel for whom 
the project is intended are able to pay the required rent. 

Mortgages to be insured under the bill could not exceed in amount $5,000,000, 
90 percent of the replacement cost of the property, or an average of $8,100 per 
family unit for the part of the property attributable to family dwelling use. Your 
committee inserted these limitations (comparable to present limitations on mort- 
gage insurance for rental housing under other titles of the National Housing Act) 
instead of the 100-percent mortgage insurance and $9,000 unit-cost limitations 
contained in the original bill and insurance of 95-percent mortgages with $9,000 
unit-cost limits contained in the substitute measure. The merits of these various 
limitations were discussed extensively in committee heasings on the bill. After 
careful consideration of the testimony presented, your committee was convinced 
that insurance of mortgages on rental properties in amounts greater than 90 per- 
cent of cost wouid add to the Government’s liability without materially assisting 
the provision of housing. An owner’s equity of less than 10 percent of the cost 
of such housing does not adequately assure sufficient incentive to the efficient and 
economical developmen. and operation of the property. 

Your committee also gave consideration to the fact that the prices of some 
building materials have begun to decline, and that, in a period of declining costs, 
90 percent of the present estimated cost of a project could be more than 90 percent 
of its actual final cost. Convincing testimony has been presented to your com- 
mittee that mortgage insurance on the terms provided in the bill, with other aids 
discussed below, would generally be sufficient to encourage builders and mort- 
gagees to participate in the program of housing construction contemplated by the 
bill and needed by the Military Establishment. 

The limitation of mortgage amount to an average of $8,100 per dwelling unit 
in connection with the 90-percent limitation discussed above would restrict the 
average cost per dwelling to $9,000 if the mortgagor borrows the full 90 percent of 
costs under the mortgage. Housing for junior officers and enlisted personnel 
must be constructed for average amounts substantially less than this limitation if 
rentals are to be within their means and still pay debt service and costs of opera- 
tion. Also, this limitation is similar to existing limitations upon mortgage insur- 
ance for rental housing of all types. For these reasons it appears clearly unneces- 
sary to permit mortgages under this title to exceed an average of $8,100 per unit. 

The interest rate on mortgages insured under the new title VIII could not 
exceed 4 percent per annum, which is consistent with existing rates for mortgages 
on rental housing. 

A provision to authorize higher maximum mortgage amounts in Alaska, which 
was included in the substitute measure for S. 1184, was deleted from the bill as 
reported, in view of the fact that such higher amounts have already been permitted 
by the recently enacted Alaska Housing Act (Public Law 52, 81st Cong.) for any 
insured mortgages in Alaska. 


Mortgage insurance authorization 

Section 803 (a) of the bill as reported would authorize the Federal Housing Com- 
missioner to insure eligible mortgages under this new title VIII in an aggregate 
principal amount of $500,000,000, except that this amount could be increased by 
the President to $1,000,000,000. 

Although this amount would be sufficient to provide mortgage insurance for 
only a portion of the housing which the Military Establishment believes is essential 
to its needs, your committee considers it adequate in terms of the housing which 
ean be provided under the bill within the time prescribed for making commit- 
ments to insure. No commitment for insurance under the bill could be made after 
July 1, 1951. Your committee inserted this date in place of July 1, 1950, which 
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was contained in the original bill and the substitute measure, in order to afford a 
more adequate period for the encouragement of housing construction under the bill 


Insurance payment to mortgagee 

Upon default by the mortgagor in the making of payments under the mortgage, 
the mortgagee would be entitled, under section 803 (d), to the benefits of the 
insurance if he assigns the mortgage to the Commissioner or forecloses on the 
mortgage and transfers the property to the Commissioner, in the seme manner 
as in the case of an insured morgage on war housing under title VI of the act. 
The insurance benefits would be paid to the mortgagee in 10-year debentures 
bearing up to 3 percent interest, and a certificate of claim, with 3 percent annual 
increments. Defaults entitling the mortgagee to the benefits of the insurance 
would not be limited to those caused by deactivation or curtailment of the installa- 
tion, as would have been provided by the original bill. Your committee has also 
added an amendment under which a mortgagee could receive the proceeds of the 
insurance in the event all or a substantial part of the mortgaged property is 
condemned or otherwise acquired by the United States for military purposes 
Although it appears unlikely that the armed forces would seek to acquire property 
already serving their needs, it is understood that this amendment will remove a 
substantial objection already raised by certain financial institutions which may 
be encouraged to participate in the housing program under the bill, if enacted 
Certainly there would appear to be no reason why mortgagees should be deprived 
of the benefits of the insurance in any such types of cases. 

Sections 803 (e), 803 (f), and 803 (g) contain detailed technical provisions wit! 
respect to the debentures and certificates of claim to be issued in payment of 
insurance claims. These provisions are identical in purport with provisions of 
title VI relating to insured mortgages on rental housing. 


Military housing insurance fund 

A military housing insurance fund would be created by section 802 for use by 
the Federal Housing Commissioner as a revolving fund for the purposes of title 
VIII, including general operating expenses. Your committee has added a pro- 
vision to this section to make money available for the fund. This provision would 
authorize the appropriation of $10,000,000 therefor, and, for immediate needs 
pending such appropriation, the Commissioner would be directed to transfer 
temporarily $1,000,000 from the war housing insurance fund established under 
title VI of the National Housing Act. As housing is insured under title VIII, the 
fund would, of course, be augmented by deposits of fees and insurance premiums 
authorized to be collected uncer the bill, and, except in the event of unusual 
losses, the fund should be self-sustaining. However, as the legislation is for the 
primary benefit of the Military Establishment, your committee feels that the 
initial and any subsequent appropriations to the fund should be consi ’ered for 
budget purposes as appropriations for functions of the Military Establishment. 

The uses to which the military housing insurance fund could be put, and the 
charges and credits to such fund, would be governed by the provisions of section 
804, which are similar to provisions in existing titles of the act with respect to 
insurance funds for mortgages on rental housing. 


Lease and sale of military land for housing 
The best sites for housing to serve military installations and their personne! 

particularly in isolated localities, may be upon land under military jurisdiction 
which could be made available to developers of private housing by sale, or under 
long-term leases, without interfering with other military needs. The making of 
such leases by the armed services at nominal considerations would greatly assist 
in stimulating the development of the needed housing and, by eliminating the land 
assembly and acquisition costs of the developer, would make possible rentals 
within the financial reach of a larger number of prospective tenants. Under 
present legislation, however, leases by the Military Establishment must be very 
limited in their duration and must be subject to revocation in the event of a 
national emergency. Naturally builders and mortgagees are unwilling to develop 
housing on land subject to such conditions. To remove these impediments to 
housing construction, section 805 would authorize the Secretaries of the military 
services to lease property for housing, insured under the new title, on such terms 
as they deem in the public interest without regard to existing limitations with 
respect to lease duration or to the right of revocation in the event of a national 
emergency. They would also be authorized to sell property for military housing 
use under this bill at fair value as determined by them. This latter authority, 
which was added by your committee, would be exercised particularly in cases of 
lands held by the military adjacent to or on the periphery of an installation. 
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Purchase of insured mortgages by FNMA 

Section 4 of the bill would amend the National Housing Act to permit the Fed- 
eral National Mortgage Association to purchase mortgages insured under the new 
title VIII on the same terms as it purchases other insured mortgages under that 
act. However, with respect to title VIII mortgages, the FNMA would not be 
subject to an existing provision that prohibits it from purchasing more than 50 
percent of the amount of mortgages held by one mortgagee which are otherwise 
eligible for purchase by FNMA. General legislation is now being considered by 
your committee to remove this limitation with respect to insured mortgages on 
certain other types of urgently needed housing. 


Sale of utilities by military installations for housing use 


A major deterrent to the construction of housing to serve military installations 
in some localities is the absence of available utility services. This may be an 
important factor also in the ultimate costs of such housing. Section 5 of the bill 
would amend existing provisions of law to give the Secretaries of the armed serv- 
ices the right to sell and contract to sell utilities and related services, without 
time limit, to purchasers within the vicinity of military activities, if such services 
are not otherwise available. At the present time contracts to sell such services 
are not authorized, nor are any sales authorized after 1952. Section 5 would 
therefore facilitate construction of housing under the bill by permitting assurances 
of continued utilities and related services. In making contracts to sell such serv- 
ices the military departments will give consideration both to the requirements of 
the mortgagee and to the interests of the Government in the event of any possible 
deactivation or curtailment of the installation. 


Miscellaneous and administrative provisions 


The terms used in this new title VIII would be defined in section 801. The 
definitions are similar to those in other titles of the National Housing Act except 
that a definition of the term “military” is added to make it clear that the term 
includes the Army, Navy, Marine Corps, and Air Force. 

Section 803 (c), relating to premium charges for insurance under the new title, 
is identical with the provision for such charges in title VI of the National Housing 
Act, except for the deletion of the proviso, discussed above, which would require 
a Cetermination of acceptable risk by the Feceral Housing Commissioner. Pre- 
mium charges would be not less than an amount equivalent to one-half of 1 per- 
cent per annum, nor more than 14 percent per annum, of the principal amount of 
the mortgage outstanding at any time. 

Section 803 (h) contains general administrative provisions to permit the 
Commissioner to deal with mortgages and property acquired by him under title 
VIII in the same manner as permitted with respect to mortgages insured under 
other titles of the act. 

Under section 803 (i) the Commissioner would be authorized to insure, under 
title VIII, title II, or title VI, mortgages executed in connection with the sale by 
him of any property he may acquire under title VIII, without regard to restrictions 
otherwise applicable. This is similar to the power granted in other titles of the 
act. 

Section 803 (j) contains the usual clauses making the contract of insurance 
conclusive evidence of the eligibility of the mortgage for insurance and providing 
for incontestability of contracts of insurance in the hands of an approved mortgagee 
except for fraud or misrepresentation on the part of such mortgagee. 

Section 803 (k) provides that the powers of the Federal National Mortgage 
Association with respect to any mortgages may be used in connection with mort- 
gages insured under title VIII. 

Section 806 is a technical amendment necessary to assure that the determination 
of “acceptable risk’’ is not required for housing in Alaska, which is insured under 
title VIII. ; 

Section 807 would provide that the acquisition of real property by the Commis- 
sioner under title VIII would not exempt it from taxation. 

Section 808 would authorize and direct the Commissioner to make rules and 
regulations to carry out the provisions of title VIII. 

Sections 2 and 3 of the bill would amend other provisions of the National 
Housing Act to make appropriate reference to this title VIII. 

Section 3 of the bill as introduced contained a plan for accelerated amortization 
of the cost of the housing for Federal income tax purposes on a 10-year basis. 
The substitute measure also contained such a plan in section 3 but changed the 
period of amortization to 25 years. Your committee considered this provision 
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undesirable in either form and did not include it in the bill as reported. Such a 
provision would not of itself hasten amortization of the mortgage or reduce the 
Government’s liability as insurer, nor would it assist in recucing rents. It would 
permit larger profits to the owner in the earlier vears of the life of the housing with- 
out any direct benefit to the housing itself. 


{Pusiic Law 211—8I1sr Conearess] 
(CHAPTER 403—IsT SEsston] 
[S. 1184] 


AN ACT To encourage construction of rental housing on or in areas adjacent to Army, Navy, Marine Corps, 
and Air Force installations, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the National Housing Act, as amended, is 
amended by adding at the end thereof a new title as follows: 


“TITLE VIII—MILITARY HOUSING INSURANCE 


“Sec. 801. As used in this title— 

“(a) The term ‘mortgage’ means a first mortgage on real estate, in fee simple 
or on a leasehold (1) under a lease for not less than ninety-nine years, which is 
renewable; or (2) under a lease for a period of not less than fifty years to run 
from the date the mortgage was executed; and the term ‘first mortgage’ means 
such classes of first liens as are commonly given to secure advances on, or the 
unpaid purchase price of, real estate, under the laws of the State in which the 
real estate is located, together with the credit instruments, if any,, secured 
thereby. 

“(b) The term ‘mortgage’ includes the original lender under a mortgage, and 
his successors and assigns approved by the Commissioner; and the term ‘mort- 
gagor’ includes the original borrower under a mortgage, his successors and assigns. 

‘‘(c) The term ‘maturity date’ means the date on which the mortgage indebted- 
ness would be extinguished if paid in accordance with periodic payments provided 
for in the mortgage. 

“(d) The term ‘rental housing’ means housing, the occupancy of which is 
permitted by the owner thereof in consideration of the payment of agreed charges, 
whether or not by the termination of the agreement, such payment over a period of 
time will entitle the occupant to the ownership of the premises. 

““(e) The term ‘military’ includes Army, Navy, Marine Corps, and Air Force. 

“(f) The term ‘State’ includes the several States and Alaska, Hawaii, Puerto 
Rico, the District of Columbia, and the Virgin Islands. 

‘Src. 802. There is hereby created a Military Housing Insurance Fund which 
shall be used by the Commissioner as a revolving fund for carrying out the pro- 
visions of this title, and mortgages insured under this title shall be known and 
referred to as ‘military housing insured mortgages’. For the purposes of this fund 
there is hereby authorized to be appropriated the sum of $10,000,000. For 
immediate needs pending such appropriation, the Commissioner is directed to 
transfer the sum of $1,000,000 to such fund from the War Housing Insurance 
Fund created by section 602 of this Act, such amount to be reimbursed to the 
War Housing Insurance Fund upon the availability of the appropriations author- 
ized by this section. General expenses of operation of the Federal Housing 
Administration under this title may be charged to the Military Housing Insurance 
Fund. 

“Src. 803. (a) In order to assist in relieving the acute shortage of housing 
which now exists at or in areas adjacent to military installations because of uncer- 
tainty as to the permanency of such installations and to increase the supply of 
rental housing accommodations available to military and civilian personnel at 
such installations, the Commissioner is authorized, upon application of the mort- 
gagee, to insure mortgages (including advances on such mortgages during con- 
struction) which are eligible for insurance as hereinafter provided, and, upon such 
terms as the Commissioner may prescribe, to make commitments for so insuring 
such mortgages prior to the date of their execution or disbursement thereon: 
Provided, That the aggregate amount of principal obligations of all mortgages 
insured under this title shall not exceed $500,000,000 except that with the approval 
of the President such aggregate amount may be increased to not to exceed 
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$1,000,000,000: And provided further, That no mortgage shall be insured under 
this title after July 1, 1951, except (A) pursuant to a commitment to insure issued 
on or before such date, or (B) a mortgage given to refinance an existing mortgage 
insured under this title and which does not exceed the original principal amount 
and unexpired term of such existing mortgage. 

““(b) To be eligible for insurance under this title a mortgage shall meet the 
following conditions: 

‘“(1) The mortgaged property shall be held by a mortgagor approved by the 
Commissioner. The Commissioner may, in his discretion, require such mortga- 
gor to be regulated or restricted as to rents or sales, charges, capital structure, 
rate of return, and methods of operation. The Commissioner may make such 
contracts with, and acquire for not to exceed $100 stock or interest in, any such 
mortgagor, as the Commissioner may deem necessary to render effective such 
restriction or regulation. Such stock or interest shall be paid for out of the 
Military Housing Insurance Fund, and shall be redeemed by the mortgagor at 
par upon the termination of all obligations of the Commissioner under the 
insurance. 

(2) The mortgaged property shall be designed for rent for residential use by 
civilian or military personnel of the Army, Navy, Marine Corps, or Air Force 
(including Government contractors’ employees) assigned to duty at the military 
installation at or in the area of which such property is constructed. Notwith- 
standing the provisions of any other law, preference or priority of opportunity 
in the occupancy of the mortgaged property for such personnel and their imme- 
diate families shall be provided under such regulations and procedures as may 
be prescribed by the Commissioner. No mortgage shall be insured under this 
title unless the Secretary of Defense or his designee shall have certified to the 
Commissioner that the housing with respect to which the mortgage is made is 
necessary to provide adequate housing for such personnel, that such installation 
is deemed to be a permanent part of the Military Establishment, and that there 
is no present intention to substantially curtail activities at such installation 

(3) The mortgage shall involve a principal obligation in an amount— 

“(A) not to exceed $5,000,000: and 
“(B) not to exceed 90 per centum of the amount which the Commissioner 
estimates will be the replacement cost of the property or project when 
the proposed improvements are completed; and 
“(C) not to exceed an average of $8,100 per family unit for such part of 
such property or project as may be attributable to dwelling use, except 
that where the Secretary of Defense or his designee in exceptional cases 
certifies and the Commissioner concurs in such certification that the needs 
would be better served by single-family detached dwelling units the 
mortgage may involve a principal obligation not to exceed $9,000 per family 
unit for such part of such property as may be attributable to such dwell- 
ing units. 
The mortgage shall provide for complete amortization by periodic payment 
within such terms as the Commissioner shall prescribe, and shall bear interest 
exclusive of premium charges for insurance) at not to exceed 4 per centum per 
annum of the amount of the principal obligation outstanding at any time. The 
Commissioner may consent to the release of a part or parts of the mortgaged 
property from the lien of the mortgage upon such terms and conditions as he 
may prescribe and the mortgage may provide for such release. 

““(e) The Commissioner is authorized to fix a premium charge for the insurance 
of mortgages under this title but in the case of any mortgage such charge shall not 
be less than an amount equivalent to one-half of 1 per centum per annum nor more 
than an amount equivalent to 1% per centum per annum of the amount of the 
principal obligation of the mortgage outstanding at any time, without taking into 
account delinquent payments or prepayments. Such premium charges shall be 
payable by the mortgagee, either in cash, or in debentures issued by the Com- 
missioner under this title at par plus accrued interest, in such manner as may be 
prescribed by the Commissioner: Provided, That the Commissioner may require 
the payment of one or more such premium charges at the time the mortgage is 
insured, at such discount rate as he may prescribe not in excess of the interest rate 
specified in the mortgage. If the Commissioner finds, upon the presentation of a 
mortgage for insurance and the tender of the initial premium charge and such other 
charges as the Commissioner may require that the mortgage complies with the 
provisions of this title, such mortgage may be accepted for insurance by indorse- 
ment or otherwise as the Commissioner may prescribe. In the event that the 
principal obligation of any mortgage accepted for insurance under this title is paid 
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in full prior to the maturity date, the Commissioner is further authorized in his 
discretion to require the payment by the mortgagee of an adjusted premium 
charge in such amount as the Commissioner determines to be equitable but not 
in excess of the aggregate amount of the premium charges that the mortgagee 
would otherwise have been required to pay if the mortgage had continued to be 
insured under this title until such maturity date; and in the event that the prin- 
cipal obligation is paid in full as herein set forth, the Commissioner is authorized 
to refund to the mortgagee for the account of the mortgagor all, or such portion 
as he shall determine to be equitable, of the current unearned premium charges 
theretofore paid. 

““(d) The failure of the mortgagor to make any payment due under or pro- 
vided to be paid by the terms of a mortgage insured under this title shall be econ- 
sidered a default under such mortgage, and, if such default continues for a period 
of thirty days, the mortgagee shall be entitled to receive the benefits of the insur- 
ance as hereinafter provided, upon assignment, transfer, and delivery to the Com- 
missioner, Within a period and in accordance with rules and regulations to be pre- 
scribed by the Commissioner of (1) all rights and interest arising under the mort- 
gage so in default; (2) all claims of the mortgagee against the mortgagors or 
others, arising out of the mortgage transactions; (3) all policies of title or other 
insurance or surety bonds or other guaranties and any and all claims thereunder; 
(4) any balance of the mortgage loan not advanced to the mortgagor; (5) any 
cash or property held by the mortgagee, or to which it is entitled, as deposits made 
for the account of the mortgagor and which have not been applied in reduction 
of the prinepal of the mortgage indebtedness; and (6) all records, documents, 
books, papers, and accounts relating to the mortgage transaction. Upon such 
assignment, transfer, and delivery, the obligation of the mortgagee to pay the 
premium charges for mortgage insurance shall cease, and the Commissioner shall, 
subject to the cash adjustment provided for in subsection (e) of this section, issue 
to the mortgagee debentures having a total face value equal to the value of the 
mortgage, and a certificate of claim as hereinafetr provided. For the purposes 
of this subsection, the value of the mortgage shall be determined in accordance 
with rules and regulations prescribed by the Commissioner, by adding to the 
amount of the original principal obligation of the mortgage which was unpaid on 
the date of default, the amount the mortgagee may have paid for (A) taxes, 
special assessments, and water rates, which are liens prior to the mortgage; (B) 
insurance on the property; and (C) reasonable expenses for the completion and 
preservation of the property and any mortgage insurance premiums paid after 
default; less the sum of (i) an amount equivalent to 1 per centum of the unpaid 
amount of such principal obligation on the date of default; (ii) any amount re- 
ceived on account of the mortgage after such date; and (iii) any net income re- 
ceived by the mortgagee from the property after such date: Provided, That the 
mortgagee in the event of a default under the mortgage may, at its option and in 
accordance with regulations of, and in a period to be determined by the Commis- 
sioner, proceed to foreclose on and obtain possession of or otherwise acquire such 
property from the mortgagor after default, and receive the benefits of the insur- 
ance as hereinafter provided, upon (1) the prompt conveyance to the Commis- 
sioner of title to the property which meets the requirements of the rules and 
regulations of the Commissioner in force at the time the mortgage was insured, 
and which is evidenced in the manner prescribed by such rules and regulations; 
and (2) the assignment to him of all claims of the mortgagee against the mortgagor 
or others, arising out of the mortgage transaction or foreclosure proceedings, 
except such claims that may have been released with the consent of the Commis- 
sioner. Upon such conveyance and assignment, the obligation of the mortgagee 
to pay the premium charges for insurance shall cease and the mortgagee shall be 
entitled to receive the benefits of the insurance as provided in this subsection, 
except that in such event the 1 per centum deduction, set out in (i) hereof, shall 
not apply. If, during the time the mortgage is insured and before the mortgagee 
has received the benefits of the insurance, the United States acquires, or com- 
mences eminent domain proceedings to acquire, all or a substantial part (as de- 
fined by the Commssioner) of the mortgaged property for the use of the National 
Military Establishment, the mortgagee may, at its election, within such time 
and in accordance with such regulations as the Commssioner may prescribe, re- 
ceive the benefits of the insurance as provided in this subsection, notwithstan- 
ing the fact that the mortgage may not be in default. 

“(e) Debentures issued under this title shall be in such form and denominations 
in multiples of $50, shall be subject to such terms and conditions, and shall include 
such provisions for redemption, if any, as may be prescribed by the Commissioner 
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with the approval of the Secretary of the Treasury, and may be n coupon or 
re gistere sd form. Any difference between the value of the mortgage determined 
as herein provided and the aggregate face value of the debentures issued, not to 
exceed $50, shall be adjusted by the payment of cash by the Commissioner to the 
mortgagee from the Military Housing Insurance Fund. 

“(f) Debentures issued under this title shall be executed in the name of the 
Military Housing Insurance Fund as obligor, shall be signed by the Commissioner, 
by either his written or engraved signature, and shall be negotiable. All such 
debentures shall be dated as of the date of default as determined in accordance 
with subsection (d) of this section, and shall bear interest from such date at a 
rate determined by the Commissioner with the approval of the Secretary of the 
Treasury, at the time the mortgage was accepted for insurance, but not to exceed 
3 per centum per annum, payable semiannually on the lst day of January and 
the Ist day of July of each year, and shall mature ten years after the date thereof. 
Such debentures shall be exempt, both as to principal and interest, from all taxa- 
tion (except surtaxes, estate, inheritance, and gift taxes) now or hereafter imposed 
by any Territory, dependency, or possession of the United States or by the Dis- 
trict of Columbia, or by any State, county, municipality, or local taxing authority. 
They shall be paid out of the Military Housing Insurance Fund, which shall be 
primarily liable therefor, and they shall be fully and unconditionally guaranteed 
as to principal and interest by the United States, and such guaranty shall be 
expressed on the face of the debentures. In the event the Military Housing 
Insurance Fund fails to pay upon demand, when due, the principal of or interest 
on any debentures so guaranteed, the Secretary of the Treasury shall pay to the 
holders the amount thereof which is hereby authorized to be appropriated, and 
thereupon to the extent of the amount so paid the Secretary of the Treasury 
shall succeed to all the rights of the holders of such debentures. 

‘“(g¢) The certificate of claim issued by the Commissioner to any mortgagee in 
connection with the insurance of mortgages under this title shall be for an amount 
determined in accordance with subsections (e) and (f) of section 604 ot this Act, 
except that any amount remaining after the payment of the full amount under 
the certificate of claim shall be retained by the Commissioner and credited to the 
Military Housing Insurance Fund. 

h) The provisions of section 207 (k) and section 207 (1) of this Act shall be 
applicable to mortgages insured under this title and to property acquired by the 
Commissioner hereunder, except that as applied to such mortgages and property 
(1) all references in such sections to the ‘Housing Fund’ shall be construed to refer 
to the ‘Military Housing Insurance Fund’, and (2) the reference in section 207 (k) 
to ‘subsection (g)’ shall be construed to refer to ‘subsection (d)’ of this section 803. 

i) The Commissioner shall also have power to insure under this title or titles 
II or VI any mortgage executed in connection with the sale by him of any prop- 
erty acquired under this title without regard to any limit as to eligibility, time or 
ageregate amount contained in this title or titles II or VI. 

““(j) Any contract of insurance executed by the Commissioner under this title 
shall be conclusive evidence of the eligibility of the mortgage for insurance, and 
the validity of any contract of insurance so executed shall be incontestable in the 
hands of an approved mortgagee from the date of the execution of such contrac., 
except for fraud or misrepresentation on the part of such approved mortgagee. 

‘““(k) In order to assure an adequate market for mortgages insured under this 
title, the powers of the Federal National Mortgage Association and of any other 
Federal corporation or other Federal agency hereafter established, to purchase, 
service, or sell any mortgages, or partial interests therein, may be utilized in con- 
nection with mortgages insured under this title. 

“Sec. 804. (a) Moneys in the Military Housing Insurance Fund not needed for 
current operations under this title shall be deposited with the Treasurer of the 
United States to the credit of the Military Housing Insurance Fund, or invested 
in bonds or other obligations of, or in bonds or other obligations guaranteed as to 
principal and interest by, the United States. The Commissioner may, with the 
approval of the Secretary of the Treasury, purchase in the open market debentures 
issued under the provisions of this title. Such purchases shall be made at a price 
which will provide an investment yield of not less than the yield obtainable from 
other investments authorized by this section. Debentures so purchased shall be 

cancelled and not reissued, 

‘(b) Premium charges, adjusted premium charges, and appraisal and other 
fees, received on account of the insurance of any mortgage insured under this title, 
the receipts derived from any such mortgage or claim assigned to the Commissioner 
and from any property acquired by the Commissioner, and all earnings on the 
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assets of the Military Housing Insurance Fund, shall be credited to the Military 
Housing Insurance Fund. The principal of and interest paid and to be paid on 
debentures issued in exchange for any mortgage or property insured under this 
title, cash adjustments, and expenses incurred in the handling of such mortgages 
or property and in the foreclosure and collection of mortgages and claims assigned 
to the Commissioner under this title, shall be charged to the Military Housing 
Insurance Fund. 

“Sec. 805. Whenever the Secretary of the Army, Navy, or Air Force determines 
that it is desirable to lease real property within the meaning of the Act of August 
5, 1947 (61 Stat. 774), to effectuate the purposes of this title, the Secretary con- 
cerned is authorized to lease such property under the authority of said Act upon 
such terms and conditions as in his opinion will best serve the national interest 
without regard to the limitations imposed by said Act in respect to the term or 
duration of the lease, and the power vested in the Secretary of the Department 
concerned to revoke any lease made pursuant to said Act in the event of a national 
emergency declared by the President shall not apply. Whenever the Secretary 
of the Army, Navy, or Air Force determines it to be in the interest of national 
defense, he is hereby authorized to sell, transfer, and convey at fair value (as 
determined by him), for use under this title, all or any right, title, and interest 
in any real property under his jurisdiction, notwithstanding any limitations or 
requirements of law with respect to the use or disposition of such property. The 
authority conferred by this section shall be in addition to and not in derogation 
of any other power or authority of the Secretary of the Army, Navy, or Air Force. 

“Sec. 806. The second sentence of section 214 of the National Housing Act, 
as amended, relating to housing in the Territory of Alaska, shall not apply to 
mortgages insured under this title on property in said Territory. 

“Sec. 807. Nothing in this title shall be construed to exempt any real property 
acquired and held by the Commissioner under this title from taxation by any 
State or political subdivision thereof, to the same extent, according to its value, 
as other real property is taxed. 

“Src. 808. The Commissioner is authorized and directed to make such rules 
and regulations as may be necessary to carry out the provisions of this title.’’ 

Sec. 2. Sections 1 and 5 of the National Housing Act, as amended, are further 
amended by striking out the words “‘titles II, III, VI, and VII” each time they 
appear and inserting in lieu thereof the words “titles II, II], VI, VII, and VIII” 

Sec. 3. Section 212 (a) of said Act, as amended, is further amended by striking 
out the words “effective date of this section,’’ and inserting in lieu thereof the 
words “‘effective date of this section, or under title VITI,’’. 

Src. 4. Section 301 (a) of said Act, as amended, is further amended— 

(1) By striking out of paragraph (1) the words ‘under title II, or title VI’’ 
and inserting in lieu thereof the words “under title {II, title VI, or title VIII’; 
and 

(2) By striking out the period and adding the following proviso at the end of 
paragraph (1) (I): ‘: Provided, That such aggregate amount paid by the Associa- 
tion shall not include any amount paid by it for a mortgage or mortgages which 
are insured under title VIII of this Act; and”’. 

Sec. 5. (a) Section 1 of the Act of July 30, 1947 (61 Stat. 675), is hereby 
amended to read as follows: 

“The Secretary of the Army, the Secretary of the Navy, and the Secretary of 
the Air Force, or their designees within their respective establishments, are author- 
ized to sell and contract to sell, uncer such regulations and at such prices and for 
such perio@s of time, as the Secretary concerned may prescribe, to purchasers 
within, or in the immeCciate vicinity of, naval or military activities, such utilities 
and related services as are not otherwise available from local private or public 
sources.”’ 

(b) Section 2 of said Act is hereby amended to read as follows: 

“Sec. 2. The utilities and related services authorized to be sold under this Act 
are: (1) Electric power, (2) steam, (3) compressed air, (4) water, (5) sewage and 
garbage Cisposal services, (6) gas (natural, manufactured, or mixed), (7) ice, (8) 
mechanical refrigeration, and (9) telephone service; and the procee(s received for 
any such utilities and related services sold pursuant to the authority of this Act 
shall be credited to the appropriation or appropriations currently available for 
the supply of such services: Provided, That any utility or related service provided 
and sold under the authority of this Act shall not be so provided unless it is deter- 
mine’ that the utility or related service is not at the time of such sale or contract 
to sell available from a private or other public source, and that the furnishing 
thereof is in the interest of national defense or in the public interest.” 
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ce) Section 3 of said Act is herebv amended by deleting the words ~The Secre- 
tary of the Navy and Secretary of War’ and substituting therefor the words “The 
Secretary of the Army, the Secretary of the Navy, and the Secretary of the Air 
Force” 7 ; 

(d) Section 5 of said Act is hereby repealed 

Approved August 8, 1949. 


r 


5. Rept. No. 1484, 81st Cong., 2d sess.] 
AMENDING TiTLE VIII or tHE Nationa Hovusine Act 


The Committee on Banking and Currency, to whom was referred the bill (H. R. 
7846) to amend title VIII of the National Housing Act, as amended, to encourage 
construction of rental housing on or in areas adjacent to Army, Navy, Marine 
Corps, and Air Force installations, and for other purposes, having considered the 
same, report favorably thereon with amendment and recommend that the bill do 


ASS. 


GENERAL STATEMENT 


Public Law 211, Eighty-first Congress, approved August 8, 1949, added a new 
title VIII to the National Housing Act providing special FHA mortgage insurance 
and other incentives for the construction by private enterprise of rental housing 
on or in areas adjacent to Army, Navy, Marine Corps, and Air Force installa- 
tions. Although the military services are depending upon the provisions of this 
law for the major part of their housing needs in the immediate future, your com- 
mittee has been informed that, by January 31, 1950, only 8 projects totaling 
1,592 dwelling units had been insured by FHA under the law. 

Largely because of the delays and difficulties encountered by the services under 
this law, the Secretary of Defense appointed a Department of Defense Housing 
Commission for the purpose of studying military housing problems and making 
recommendations for their solutions. 

This study has revealed that a large part of the delays in the military housing 
program under Publie Law 211 occur because of the difficulties e xperienced by the 
services in selecting sponsors for projects designed to serve the various military 
installations where housing is required. Under procedures aglovel by the 
services, prospective sponsors have been required to prepare and submit their 
own plans upon the basis of which the particular military service involved selects 
the sponsor and plan which it believes best. Thus there is a great duplication of 
architectural work and labor, which may cause increases in the ultimate cost of 
such housing and in the rents to be charged to servicemen and their families. In 
one case, for instance, your committee understands that 57 different sets of plans 
were submitted by as many prospective sponsors of a single housing project on a 
military reservation. This, obviously, is very wasteful and the task of selecting 
a sponsor involves a long and often difficult comparative analysis of the different 
plans, specifications, and rent schedules submitted. Even after a sponsor is 
selected, receives the service’s certification of need, and applies to the FHA for 
mortgage insurance under Public Law 211, it may be found that the project, on 
the basis of its design or rent schedules, is not eligible for FHA mortgage insurance. 
This leads to further delays while the proposal is revised so as to make it eligible 
for such insurance. 

After determining the reasons for these difficulties and delays, representatives 
of the Department of Defense and the Housing and Home Finance Agency 
developed proposals for expediting the provision of housing under this program. 
The procedures developed provide for the selection of sponsors on the basis of 
competitive bids upon identical plans and specific ations drawn for each project 
by a private architect. Before bids are requested from prospective sponsors the 
plans and specifications would be conditionally processed by the FHA to deter- 
mine their eligibility for mortgage insurance. The Housing Agency and the 
Department of Defense are of the opinion that such a procedure, by providing a 
simple and objective formula for sponsor selection by the services, will sub- 
stantially contribute to the success of the housing program under Public Law 211. 


SUMMARY OF BILL 


To carry out the proposal explained above, it is necessary that the services 
have suitable plans and specifications prepared upon which ail prospective spon- 
sors may bid. In the case of an off-reservation project, it is — necessary to 
assure that the desired site will be available for project use. As the services do 
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not have adequate authority to employ architects to draw such plans and specifica- 
tions or to secure options on privately owned land for housing of this character, 
further legislation is necessary. 

Accordingly, this legislation would authorize the services to enter into contracts 
with architects and engineers for the preparation of plans and specifications on 
the basis of which bids from prospective sponsors would be received. The Gov- 
ernment would thus pay for such services and other necessary expenses (including 
progress or advance payments) in the first instance. However, the sponsor 
selected for the project would reimburse the Government for these payments, 
and the amount of the payments would be included in the development cost of 
the project as a base for the insured mortgage loan. 

The Secretary of the military service involved would also be authorized to 
advance or pay to the Federal Housing Administration its fees in connection with 
the conditional processing of the plans and specifications before the sponsor is 
selected. After selection of the sponsor and approval by the Federal Housing 
Administration of his application for mortgage insurance, the Federal Housing 
Administration would collect these fees from the sponsor and reimburse the 
service. 

The Government would be authorized under the bill to acquire options on 
private sites in cases where the projects are not to be located on land owned by 
the Government so as to assure that the sites with respect to which the plans and 
specifications are drawn will remain available for the construction of the projects. 
Such options would be transferable to the sponsor of the project who would be 
required to purchase the property. Authority would be given to the Government 
to make arrangements with the sponsor whereby the ownership of such off-site 
projects would at a future date pass to the Government without cost to it. 

Any public works appropriations now or hereafter available to the Department 
of the Army, Navy, and Air Force could be obligated for the purposes of this bill, 
and reimbursements to the Government for such payments would be returned 
to the appropriations against which the payments were charged. 

The bill also contains language to make it clear that plans and specifications 
need not be of a stereotyped or rigid character, and that the sponsor may be given 
a choice among alternate methods of construction or materials. The specifications 
could, if the military service so desired, permit the sponsor to furnish factory-built 
housing or housing components where these would produce accommodations of 
the desired type and quality. If the Secretary of the service involved so desires, 
he can stipulate that certain particular projects or portions of projects should con- 
sist of housing produced by mass production methods. In this connection your 
committee considered including provisions to require that some minimum fixed 
percentage of all housing under title VIII should be of this type. Your committee 
did not include such a provision in reliance upon a proper exercise of administra- 
tive discretion and assurance from officials of the Department of National Defense 
that full use would be made of prefabricated or factory manufactured houses or 
housing components wherever feasible. Your committee regards this matter 
extremely important and will therefore review from time to time, the extent to 
which this type of housing is actually used pursuant to this authority granted by 
this bill. Your committee believes that every effort should be made to assure that 
the accommodations provided will be of maximum size and quality at rentals 
within the means of as many enlisted men and junior officers as possible. 

The labor standard provisions of section 212 of the National Housing Act, as 
amended, are applicable to properties insured under title VIII. While your com- 
mittee rejected an amendment allowing the Secretary of Defense to set wage rates 
for any project built under his jurisdiction it was the sense of your committee 
that, in any case where data available to the Secretary of Defense indicated that 
the wage-scale determinations for any particular project were out of line with 
the wages or fees prevailing in the locality, he will call these matters to the atten- 
tion of the Secretary of Labor and request that appropriate action be taken. 
Furthermore, your committee believes, that with respect to those projects whieh 
the Secretary of Defense designates, under the authority granted in this bill, for 
prefabricated or factory manufactured houses or housing components, that the 
provisions of seetion 212 of the National Housing Act would be applicable only 
to laborers and mechanics employed in the erection of such houses on the project 
site and would not be applicable to laborers and mechanics employed in the 
factory manufacturing such houses. 

Your committee recommends the early enactment of H. R. 7846 in order te 
expedite the provision of urgently needed rental housing for military personnel 
under title VIII of the National Housing Act. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing Rules of the 
Senate, changes in existing law made by the bill, as reported, are shown as follows 
(new matter is printed in italics, existing law in which no change is proposed is 
shown in roman): 


“NATIONAL HOUSING ACT 


* * * * * * * 


Tirte VIII—Miurirary Hovusine Insurance 


* * * * * * * 
“Sec. 809. Whenever the Secretary of the Army, Navy, or Air Force, or his duly 
designated representative, determines that it is desirable in order to effectuate the 
purposes of this title, the Secretary is authorized, without regard to the civil-service 
and classification laws, to procure, by negotiation or otherwise, the services of archi- 
tects and engineers, or organizations thereof, under such arrangements as he deems 
desirable, but at an expense not in excess of that permissible under the schedule of 
fees allowed from time to time by the Public Housing Administration in connection 
with projects assisted under the United States Housing Act of 1937, as amended. 
Such services may include the development of plans, drawings, and specifications for 
rental housing under this title and other services in connection therewith: Provided, 
That such plans, drawings, and specifications may include the use on any project 
to be constructed under this title of alternate materials or alternate types of construc- 
tion, including prefabrication, that provide substantially equal value and conform to 
standards established by the Federal Housing Administration: Provided further, 
That the Secretary may designate certain sites or parts thereof for rental housing to 
be furnished from prefabricated houses or housing components. Such arrangements 
may include provision for advance or progress payments, for payment by third parties, 
for payment by the Government of any such compensation as is not paid for by third 
parties, and shall include provision for reimbursement by third parties to the Gov- 
ernment of any compensation or other expenses paid by the Government pursuant to 
this section, and may include other provisions for compensation. The Secretary is 
further authorized to advance or pay to the Federal Housing Administration its 
‘Appraisal and Eligibility Statement’ fees in connection with such rental housing. 
The Secretary is further authorized to procure options from private parties for the 
acquisition by third parties of off-installation sites intended for such rental housing. 
The Secretary is further authorized to enter into arrangements by contract or otherwise 
for eventual acquisition by the Government, without cost to the Government, of all 
right, title, and interest in sites on which housing is constructed pursuant to this 
title and improvements thereon. Any public-works appropriations now or hereafter 
available to the Departments of the Army, Navy, or Atr Force may be obligated by the 
respective Departments for these purposes. Reimbursements to the Government on 
account of payments made pursuant to this section shall be made to appropriations 
against which such payments were charged.” 





[Pustic Law 498—S81st ConaREss] 
[CHAPTER 151—2p Srssron] 
(H. R. 7846] 


AN ACT To amend title VIII of the N itional Housing Act, as amended, to encourage construction of rental 
housing on or in areas adjacent to Army, Navy, Marine Corps, and Air Force installations, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That title VIII of the National Housing Act, 
as amended, is hereby amended by adding the following new section at the end 
thereof: 

“Sec. 809. Whenever the Secretary of the Army, Navy, or Air Force, or his 
duly designated representative, determines that it is desirable in order to effectuate 
the purposes of this title, the Secretary is authorized, without regard to the civil 
service and classification laws, to procure, by negotiation or otherwise, the services 
of architects and engineers, or organizations thereof, under such arrangements as 
he deems desirable, but at an expense not in excess of that permissible under the 
schedule of fees allowed from time to time by the Public Housing Administration 
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in connection with projects assisted under the United States Housing Act of 1937, 
as amended. Such services may include the development of plans, drawings, and 
specifications for rental housing under this title and other services in connection 
therewith: Provided, That such plans, drawings, and specifications may include the 
use on any project to be constructed under this title of alternate materials or 
alternate types of construction, including prefabrication, that provide substan- 
tially equal value and conform to standards established by the Federal Housing 
Administration: Provided further, That the Secretary may designate certain sites 
or parts thereof for rental housing to be furnished from prefabricated houses or 
housing components. Such arrangements may include provision for advance 
or progress payments, for payment by third parties, for payment by the Govern- 
ment of any such compensation as is not paid for by third parties, and shall in- 
clude provision for reimbursement by third parties to the Government of any 
compensation or other expenses paid by the Government pursuant to this section, 
and may include other provisions for compensation. The Secretary is further 
authorized to advance or pay to the Federal Housing Administration its ‘Ap- 
yraisal and Eligibility Statement’ fees in connection with such rental housing. 
Che Secretary is further authorized to procure options from private parties for 
the acquisition by third parties of off-installation sites intended for such rental 
housing. The Secretary is further authorized to enter into arrangements 
by contract or otherwise for eventual acquisition by the Government, without 
cost to the Government, of all right, title, and interest in sites on which housing 
is constructed pursuant to this title and improvements thereon. Any public- 
works appropriations now or hereafter available to the Departments of the Army, 
Navy, or Air Force may be obligated by the respective departments for these 
purposes. Reimbursements to the Government on account of payments made 
pursuant to this section shall be made to appropriations against which such 
payments were charged.”’ 
Approved May 2, 1950. 


[Extract] 
{[Pustic Law 155—82p Conargss] 
[(CHaprER 434—lIstT SxEsston] 
(H. R. 4914] 
\N ACT To authorize certain construction at military and naval installations, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


TITLE V—GENERAL PROVISIONS 


Sec. 505. There are hereby authorized to be appropriated funds for acquisition 
of land, installation of outside utilities, and site preparation for housing projects 
to be constructed under title VIII of the National Housing Act, as amended. 
Such funds may be expended by the respective military departments for housing 
projects when the Secretary of Defense, after consultation with the Federal 
Housing Commissioner, determines that such housing projects should be 
constructed and that such expenditures are essential to the construction of satis- 
factory housing. Such expenditures may not exceed an average of $1,500 per 
housing unit in reepect of any housing project, and shall not exceed an average 
of $1,000 per housing unit in respect of all housing projects for which expendi- 
tures are approved under the provisions of this section. 

UNITED STATES SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
September 27, 1949. 
Mr. Scorr W. DoNALDSON, 
Special Assistant, Office of the Assistant Secretary, 
Department of the Air Force, Washington, D. C. 

Dear Mr. Donatpson: Thank you for your September 20 letter setting forth 
the views of your office regarding the responsibilities of the Air Force in connection 
with the certification required under section 803 (b) (2), title VIII, of the National 
Housing Act, as amended (Public Law 211, 8lst Cong.). 

Your letter will be retained in the files for the use of the committee. 

Sincerely, 
Wituram F. McKenna, Counsel. 
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DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, D. C., September 20, 1949. 
Mr. Wiuuiam F. McKenna, 
Counsel, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Mr. McKenna: At a conference in Mr. Zuckert’s office on August 30, 
1949, concerning the Suburban Housing Corp., which was attended among others 
by Mr. Charles E. Shaver and yourself, the question arose as to the responsibilities 
of the Air Force in connection with the certification required under section 803 
(b) (2), tithe VIII, National Housing Act (Public Law 211, 8Lst Cong.). 

You indicated that you thought the only responsibility of the Secretary of the 
Air Force (as designee of the Secretary of Defense) under that section, apart from 
determining the permanency of the installation and the probability of continued 
activities, is to determine that there is, in general, a need for housing at the 
installation. 

We stated at that time that we would write a letter advising what we think 
about the obligations of the Air Force under Public Law 211 in respect to proprety 
where there is not a lease. 

We have examined the legislative history of Public Law 211 and find no clear 
statement of congressional intent on one point raised by you. The principal 
purpose of sections 801-804 of title VIII was to permit FHA to insure mortgages 
on housing for Armed Forces personnel without the usual determination that the 
property involved is an insurable risk. It was intended to place supervision of 
design and construction standards under the control of FHA (S. Rept. 410, 81st 
Cong., Ist sess., p. 6). However, section 803 (b) (2) requires that the Secretary 
of Defense or his designee certifying that “the housing with respect to which the 
mortgage is made is necessary to provide adequate housing for such [civilian or 
military] personnel * * *.’”’ The quoted language would appear to necessitate a 
finding as to the adequacy of the particular housing proposed and not merely as 
to the inadequacy of existing housing. Since the law was designed primarily to 
meet the needs of military and civilian personnel of the Armed Forces, we believe 
that Congress felt that the Secretary of Defense or his designee would be in a good 
position to pass upon the suitability of a particular housing plan at a particular 
installation to meet those needs. 

In our view, therefore, a proper interpretation of the certification provision of 
Public Law 211 required consideration of all phases of a particular housing pro- 
posal with respect to its suitability to meet the needs at a particular installation. 

The foregoing conclusion would seem to apply whether or not the land involved 
is leased from the Government or is privately owned. If the land is leased from 
the Government, a more extended consideration of various factors would be justi- 
fied, in view of the requirements of section 805 of Public Law 211, 81st Congress 
and of Public Law 364, 80th Congress, which authorizes such leases. 

We appreciate the interest which the committee has shown in our vital housing 
problem and the assistance given us to help solve it. 

Sincerely yours, 
Scorr W. DoNnaLpson, 
Special Assistant. 


Marcu 24, 1950. 
Memorandum for Mr. MeNeil: 

The March 22 meeting of the Armed Forces Policy Council decided, subject 
to congressional approval of certain proposed amendments to the Wherry Act 
(Public Law 211), the course to be followed in continuing military housing 
operations under title VIII of the National Housing Act. 

You are requested to proceed at once in the development of procedures to 
implement the agreement between the Commissioner of the Federal Housing 
Administration and the Chairman of the Department of Defense Housing Com- 
mission as modified bv the change outlined in the memorandum for members of 
the Armed Forces Policy Council dated March 22, 1950. 

Owing to the experience of the Corps of Engineers and the Bureau of Yards 
and Docks, it is reauested that the procedures specify that the Corps of Engineers 
shall select architect-engineers as needed for Army and Air Force projects and 
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generally supervise their development, with the Bureau of Yards and Decks 
performing a similar function for the Navy. In the development of these pro- 
cedures serious consideration is to be given to the development of standard plans, 
on a@ sectional basis if necessary, by the Corps of Engineers and the Bureau of 
Yards and Docks working jointly, for use by all services as the basis for individual 
project design by the architect-engineers. 

Your office is designated as the Washington contact point between the services 
and the FHA as well as the office to maintain current information as to the 
progress and accomplishments of the program. 

Louris JOHNSON 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington 25, D. C., March 17, 1950. 
Memorandum to the Secretary of Defense. 
Subject: Public Law 211 (Wherry bill), tentative agreement. 

The attached tentative agreement between the Federal Housing Administration 
and the Department of Defense Housing Commission is the result of 3 days of 
conferences between representatives of the 3 services, the Federal Housing 
Administration, the Bureau of the Budget, and representati, es of the Comptroller 
and Legal Sections of the Department of Defense. This agreement throughout 
makes reference to the “Secretary of Defense’ or the ‘Department of Defense.’’ 
This reference is necessary under the Wherry Act which delegates to the Secretary 
of Defense such obligations as established by law, but it was understood then, and 
is the practice now, that the Secretary of Defense delegates all authority from his 
Office to the Secretaries of the Army, the Navy, and the Air Force. This means 
that there are no operations whatever under this agreement in the Office of the 
Secretary of Defense. 

Attached are the answers from the Secretaries of the Army, the Navy, and the 
Air Force to this tentative agreement, and the legislation prepared by the legal 
staff of the Department of Defense and coordinated with the Legislative and 
Liaison and Legal Sections of the three services. 

Throughout the discussions on this tentative agreement the Air Force, joined 
by the Army, had been instructed by their respective Secretaries that under no 
conditions would they agree to any procedure other than the actual turning over 
to the Federal Housing Administration all responsibility in the field of selection 
of sponsors under the Wherry Act. 

Mr. McFarland, representing the Administrator of the Federal Housing Admin- 
istration, indicated their organization was not prepared to assume that responsi- 
bility as their decisions are in the realm of determining when a sponsor of a project 
submits his proposal whether or not those proposals meet with the conditions laid 
down by the Federal Housing Administration rather then a decision between 
sponsors of proposals, as would be necessary under the proposal of the Secretaries 
of the Army and Air Force. 

There are three approaches to this matter: 

1. That you, as Secretary of Defense approve this tentative agreement and 
supporting legislation and so notify the Secretary of the Army, the Navy, and the 
Air Force, or 

2. That you, as Secretary of Defense disapprove this agreement and so notify 
the Secretary of the Army, the Navy, and the Air Force, which continues the 
matter in the present status quo, or 

3. That this tentative agreement, with the reports from the Secretary of the 
Army, the Navy, and the Air Force, the proposed legislation and the reports from 
the Federal Housing Administration and the Department of Defense Housing 
Commission be submitted to the Armed Forces Policy Council for final decision 

The legislation considered necessary by the attorneys for the three services and 
the attornets representing the Secretary of Defense is also being considered by 
the Bureau of the Budget at the present time and, if approved by the Bureau of the 
Budget and yourself, will be taken to the proper committees in Congress for im- 
mediate consideration. 


Louis H. REnFRow, 
Brigadier General, Army of the United States. 
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AGREEMENT BETWEEN THE COMMISSIONER OF THE FEDERAL Hovusina ApMINIs- 
TRATION AND THE CHAIRMAN OF THE DEPARTMENT OF DEFENSE HousING 
CoMMISSION CONCERNING THE SELECTION OF SPONSORS AND THE PROCESSING 
oF Prosects UNpvER TirtEe VIII or tHe Nationa Hovusina Act (WHERRY 
Act) 


On March 2, 1950, the Commissioner of the Federal Housing Administration 
and the Chairman of the Department of Defense Housing Commission and 
members of their respective staffs met to discuss certain difficulties which have 
arisen in connection with the selection of sponsors and the processing of projects 
under Title VIII of the National Housing Act (Wherry Act) and to agree upon 
changes in existing procedure necessary to eliminate these difficulties. Attending 
the meeting also were representatives of the Administrator of the Housing and 
Home Finance Agency, the Bureau of the Budget, and the Office of the Comp- 
troller of the Department of Defense. The specific agreements which were 
reached between the Commissioner of the Federal Housing Administration and 
the Chairman of the Department of Defense Housing Commission are set forth 
below: 

1. Agreement with respect to procedure to be followed in selection of sponsors 
for projects on private sites: 

a. The Secretary of Defense shall make the required certifications to the FHA 
insuring office. The certification of need will include, for each type of occupancy 
involved (officer, enlisted and/or civilian), the number of dwelling units required, 
the composition of dwelling sizes desired by numbers of bedrooms, and the 
maximum monthly charge which can be paid by the personnel to be served for 
rent, inclusive of all dwelling utilities and services such as electricity, gas, water, 
heat, and refuse collection. 

b. The FHA will publicize the requirements and issue mortgage insurance to 
the qualified applicant who first files an acceptable application with FHA in 
accordance with its normal section 608 procedures for construction of the proposed 
a on a site deemed by the Department of Defense after consultation with 
the FHA insuring office as suitably located, with respect to commuting facilities, 
cost and time and other pertinent considerations, to serve the personnel and 
installation concerned. 

c. If the requirements involve two or more installations in the same locality, 
the data included in the certification of need, pursuant to item 1—a above, shall 
be broken down by the respective installations to be served, in order that FHA 
can determine whether the requirements should be met by a single project cen- 
trally located, or by more than one project. 

d. The Department of Defense and FHA will jointly promulgate detailed 
instructions to their respective field offices implementing the foregoing. 

e. Legislation authorizing optioning of privately owned sites by the services is 
recommended and, if obtained, paragraph 2 procedures will be followed. 

2. Agreement with respect to procedure to be followed in selection of sponsors 
for projects on government sites. 

a. The Secretary of Defense shall determine, for each type of occupancy 
involved, (officer, enlisted and/or civilian), the number of dwelling units required 
in the project, the composition of dwelling sizes desired by numbers of bedrooms, 
and the maximum monthly charge which can be paid by the personnel to be served 
for rent, inclusive of all dwelling utilities and services such as electricity, gas, 
water, heat, and refuse collection. 

b. The Secretary of Defense will select a competent architect (preferably one 
who has had experience with FHA renta! housing in the particular locality) to 
develop plans, specifications and other data for the proposed project, including 
site and utilities information, in sufficient detail for FHA to furnish a precommit- 
ment on the estimated total replacement cost, the maximum allowable insurable 
mortgage, and the maximum allowable rental schedule. 

ec. The FHA insuring office will furnish detailed advice, counsel, and guidance 
to the military services and their architects and engineers in preparing the plans, 
specifications, and other data required for the above precommitment. 

d. When the precommitment has been obtained the Secretary of Defense will 
jnvite proposals from interested sponsors. The invitation will state the following: 

d-1. That proposals shall include the prospective sponsor’s estimated total 
eost of constructing the project in accordance with the plans and specifica- 
tions, complete and ready for occupancy, including all fees, services, overhead, 
and other development expense normally included in the FHA estimated 
total replacement cost. 
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d-2. That proposals shall include the amount of insurable mortgage 
required by the prospective sponsor. 

d-3. That proposals shall include the prospective sponsors’ scheduled 
rents for the dwelling units comprising the project. 

d-—4. That the approved rental schedule will be based upon a net return 
not exceeding 6% percent of the sponsor’s stated cost or the FHA estimate 
of cost, whichever is the lesser. By net return is meant the amount after 
the provision for payment of all operating expenses and taxes but before 
depreciation based on the estimated capital outlay necessary to produce 
the project (based on property free and clear of mortgage debt). 

d—5. That the approved amount of insurable mortgage will in no event 
exceed 90 percent of the sponsor’s total estimated development cost tipu- 
lated in his proposal. 

d—6. That the FHA ‘ill require escrow deposits or other satisfactory 
assurance of the mortgagor’s ability to complete the project, determined on 
the basis of the amount required to meet the difference between the mort- 
gage amount and the FHA estimate of cost or the mortgagor’s estimate of 
cost stipulated in his proposal to the Secretary of Defense, whichever is the 
greater. Additional escrows will be requi-ed to cover offsite requirements 
and to provide initial working capital in the amount of 1% percent of the 
mortgage. 

d-—7. That the sponsor will be required to reimburse the Government in 
the amount of $ for procurement by the Government of architect- 
engineering services incident to development of the project. 

d—8. That the Secretary of Defense will select the proposal of a sponsor 
acceptable to FHA which provided the desired housing at the lowest bid 
replacement cost. After the Secretary of Defense has selected the pro- 
ponent on the basis of the proposals submitted, it is assumed that such pro- 
ponent will complete his arrangements with the Secretary of Defense for 
obtaining any lease involved in the project, will make arrangements for 
mortgage financing, and submit through the mortgagee the required appli- 
cation for mortgage insurance with all of the required exhibits attached 
including the proposed rental schedule, and the certificate of the Secretary of 
Defense as to the need for the housing. The FHA will then process the 
application in the regular manner as is done under the present procedure 
and complete the processing of the case. 

d-9. That the sponsor include in his proposal a statement of willingness and 
ability to undertake development of the project in accordance with the plans 
and specifications on the basis of d—4 through d—S above. 

d-10. The sponsor will be required to name his general contractor-builder 
and will not be permitted to change such general contractor without the con- 
sent of the Secretary of Defense. 

e. The Secretary of Defense will furnish the precommitment information 
obtained from FHA to all interested sponsors, stating that this information is made 
available so sponsors will know these factors which enter into the preparation and 
evaluation of proposals, and to make it clear that competition in the selection of 
the successful sponsor will be based on the extent, ability and willingness of the 
bidder to construct and operate the particular project in question at costs and 
rents less than the FHA maximum allowable rent schedule and insurable mortgage. 

f. Inspection of construction will be made by FHA in accordance with its normal 
procedures, and advances of mortgage proceeds during construction will be based 
on percentages of completion shown by these inspections. 

g. The military services will pay FHA a fee of $1.50 per $1,000 of mortgage 
amount which will be refunded when the regular fee has been collected from the 
sponsor by the FHA in connection with the assurance of a firm commitment. 

h. The Department of Defense and FHA will jointly promulgate detailed in- 
structions to their respective field offices implementing the foregoing. 

3. Agreement with respect to the terms of leases of lands owned by the United 
States Government executed by the Secretary of Defense under Title VIII. 

Title VIII authorized the Commissioner to insure mortgages on a leasehold 
“under a lease for a period of not less than fifty years to run from the date the 
mortgage is executed.’ It was agreed that a provision could be inserted in such 
leases (which under present procedure are for 75 years) giving to the Secretary of 
Defense the right, at his option, to terminate such lease after a certificate from the 
FHA Commissioner to the effect that the interest of such Commissioner in said 
lease and in any mortgage on said leasehold interest as insurer or otherwise has 
been fully terminated and the equity of the mortgagor, computed on the original 
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FHA estimate of cost, or the original mortgagor’s states cost, whichever is less, 
has been amortized. Amortization to be computed at the same rate as originally 
applied to the FHA insured mortgage 

In connection with the maintenance and replacement funds required by FHA 
for projects insured under Title VIII, it was also agreed that if any sums of money 
are remaining in the maintenance and replacement fund at the time of the termi- 
nation of the lease and the reversion of the property to the Secretary of Defense, 
these funds will be divided equally between the owner and the Secretary of 
Defense. 

4. Agreement with respect to Vacancy Reserves. 

A vacancy reserve will be established for projects insured under Title VIII in 
the same manner as under Section 608 of the National Housing Act. However, 
in connection with projects built under Title VIII in noncompetitive areas the 
vacancy ratio may be reduced to not less than 3 percent at the discretion of the 
FHA District Director with jurisdiction. 

Signed by FRANKLIN D. RIcHARDs. 
BERTRAM E. GIESECKE. 


CERTIFICATION OF NEED FOR MILITARY HowusINnG 


The original and a copy are to be filed with the FHA insuring office as an exhibit 
to the application for mortgage insurance under title VIII of the National 
Housing Act 


Date , 19 
To FeperRAL Housinc ADMINISTRATION: 

This certification is made in connection with an application for mortgage insur- 
ance to be filed with the FHA by the mortgagee to finance the construction of a 
housing project, more particularly described in such applicatfon, and being identi- 
fied as a proposed military housing project for 


(Name of military installation Locatio1 


Name of ject Sponsor 
Number of family units in multifamily structures 
Number of single-family structures 
Average monthly rental per family unit $ 


In accordance with the provisions of section 803 (b) (2) of title VIII of the 
National Housing Act, the undersigned, as the duly authorized designee of the 
Secretary of Defense, hereby certifies that: 

the above identified housing project is necessary to provide adequate 
housing for civilian or military personnel (ineluding government 
contractors’ emplovees) assigned to duty at the military installation 
named above; 
such military installation is deemed to be a permanent part of the 
Department of the 

(Army, Navy, Air Force 
there is no present intention to substantially curtail the activities at 
such installation; and 
based on the official records of the said Department, the military 
and civilian personnel who will be expected to occupy the dwelling 
units deseribed above and for whom the project is intended, should 
be able to pay the proposed average monthly rentals per family unit 
as stated. 


Secretary of the -_- 
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ADMINISTRATIVE RULES AND REGULATIONS FoR Minirary Hovustna INSURANCE 
Unper Tirte VIII or tHe Natronat Hovusina Act 


(A new title added to the National Housing Act by Act approved August 8, 1949, 
as amended May 2, 1950 and September 1, 1951) 


Revised September 4, 1951 
SECTION I. APPROVAL OF MORTGAGEES 


1. The following may become the mortgagee of a mortgage insured under Title 
VIII of the National Housing Act: 

(a) Any institution or organization which is approved as a mortgagee 
under Sections 203 (b) or 603 (b) of the National Housing Act; and 

(b) Any other chartered institution or permanent organization having 
succession, upon its approval by the Commissioner for a particular trans- 
action. 

2. Asa condition precedent to insurance, the mortgagee must agree that it will 
ascertain the general physical condition of the mortgaged property at intervals not 
greater than one (1) year, and that, if at any time it be determined by the mortga- 
gee that, in addition to ordinary wear and tear, the mortgaged property is being 
subjected to permanent or substantial injury, through unreasonable use, abuse or 
neglect, the mortgagee will, unless adequate provision satisfactory to a prudent 
lender is made for the prompt restoration of the mortgaged property, forthwith 
take such action as may be available to it under the mortgage and appropriate to 
the particular case, for the protection and preservation of the mortgaged property 
and the income therefrom, and the submission of an application for insurance shall 
be evidence of such agreement. 

3. The Commissioner reserves the right to refuse to approve any institution or 
organization as the mortgagee of a particular mortgage or to withhold any such 
approval pending compliance by such institution or organization, with additional 
conditions which in the discretion of the Commissioner are required in the 
particular case. 

4. Approval of a mortgagee may be withdrawn by notice from the Commissioner 
upon violation of the agreement mentioned in subsection 2 of this Section, and 
such approval may also be withdrawn at any time for other cause sufficient to the 
Commissioner, but no withdrawal will in any way affect the insurance of mortgages 
theretofore accepted for insurance. 


SECTION II. APPLICATION AND COMMITMENT 


1. Any approved mortgagee may submit an application for insurance of a 
mortgage about to be executed, or of a mortgage already executed. 

2. The application must be made upon a standard form prescribed by the 
Commissioner and filed at the local Federal Housing Administration office serving 
the area in which the property is located. 

3. The application must be accompanied by the mortgagee’s check to cover, 
(a) an ‘“‘Application Fee’’ computed at the rate of one dollar and fifty cents ($1.50) 
per thousand dollars ($1,000) of the original face amount of the mortgage loan for 
which application is made, to cover the costs of analysis by the Commissioner, 
and (b) a sum (referred to as ‘‘Commitment Fee’’) which when added to the 
Application Fee will aggregate three dollars ($3.00) per thousand of the face 
amount of the mortgagerloan approved for insurance by the Commissioner, and 
which shall be paid at the time of delivery of the commitment. If the application 
is refused without an estimate of replacement costs being made by the Commis- 
sioner, the fee paid will be returned to the applicant. If, after insurance, the 
amount of an insured mortgage is increased either by amendment or by the sub- 
stit ition of a new insured mortgage, a further fee shall be paid, based upon the 
amount of such increase. 

1. Upon approval of an application, a commitment will be issued upon a form 
approved by the Commissioner, setting forth the terms and conditions upon which 
the mortgage will be insured which commitment may be on a form providing for 
advances of mortgage money during construction and the insurance of such 
advances or it may be on a form providing for insurance of the mortgage after 
completion of the improvements depending upon the request of the mortgagee 
indicated upon the application for mortgage insurance. 

5. An inspection fee computed at the rate of five dollars ($5.00) per thousand 


dollars of the face amount of the commitment shall be paid as provided for in the 
commitment. 
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SECTION, III. ELIGIBLE MORTGAGES 


To be eligible for insurance— 

The mortgage must be executed upon a form approved by the Commis- 
sioner for use in the jurisdiction in which the property covered by the mortgage is 
situated by a mortgagor with the qualifications here inafter set forth in Section IV, 
must be a first lien upon property that conforms with the property standards 
prescribed by the Commissioner, and the mertgagee must be obligated, as a part 
of the mortgage transaction, to disburse the entire principal amount of the 
mortgage to, or for the account of, the mortgagor. 

2. The mortgage must secure a principal obligation in multiples of one hundred 
dollars ($100) but not exceeding five million dollars ($5,000,000) and not in excess 
of ninety per centum (90%) of the amount which the Commissioner estimates 
will be the replacement cost “of the property or project when the proposed improve- 
ments are completed. Such part of the mortgage as may be attributable 
to dwelling use shall not exceed eighty-one hundred dollars ($8,100) per family 
unit (which amount the Commissioner may be regulation increase by not exceed- 
ing nine hundred dollars ($900) in any geographical area where he finds that cost 
levels so require), except that where the Secretary of Defense or his designee 
(with respect to projects designed for rent for residential use by civilian and 
military personnel of the Army, Navy, Marine Corps, and Air Force), or the 
Atomic Energy Commission or its designee (with respect to a project designed for 
rent for residential use by personnel of the Atomie Energy Commission) in 
exceptional cases certifies and the Commissioner conurs in such certification that 
the needs would be better served by single-family detached dwelling units the 
mortgage may involve a principal obligation not to exceed nine thousand dollars 
($9,000) per family unit for such part of such property as may be attributable to 
such dwelling units. 

3. The mortgage must have a maturity satisfactory to the Commissioner and 
should come due upon the first day of a month. 

4. The mortgage may bear interest at such rate as may be agreed upon between 
the mortgagee and the mortgagor, but in no ease shall such interest rate be in 
excess of four per centum (4%) per annum. Interest shall be payable only on 
_ ipal outstanding and shall be payable in monthly instalments. 

The mortgage must conte 1in complete amortization provisions satisfactory 
to ‘the Commissioner requiring monthly payments on a level annuity or declining 
annuity basis as agreed upon by the mortgagor and mortgagee. Where the insured 
mortgage does not exceed two hundred thousand dollars ($200,000), payments 
on account of principal shall begin not later than the first day of the twelfth 
month following execution of the mortgage. Where the mortgage does exceed 
two hundred thousand dollars ($200,000), such principal payments shall begin 
not later than the first day of the twenty-fourth month following the execution 
of the mortgage, or at such earlier date, as may be determined by the Com- 
missioner at time of commitment. In cases where a commitment has been 
issued to insure upon completion amortization shall commence on the first day 
of a month not later than thirty (30) days after the expiration date of the commit- 
ment, 

6. The mortgage may provide for monthly payments by the mortgagor to the 
mortagee of an amount equal to one-twelfth (42) of the annual mortgage insur- 
ance premium payable by the mortgagee to the Commissioner. Such payments 
shall continue only so long as the contract of insurance shall remain in effect. 
The mortgage shall provide that upon the payment of the mortgage before 
maturity, the mortgagor shall pay the adjusted premium charge referred to in 
ne tion 2, Article III, of the Regulations. 

The mortgage shall contain a covenant binding the mortgagor to keep the 
eateaey insured by a standard policy or policies against fire and such other 
hazards as the Commissioner, upon the insurance of the mortgage, may stipulate, 
in an amount which will comply with the coinsurance clause applicable to the 
location and character of the property, but not less than eighty per centum (80%) 
of the actual cash value of the insurable improvements and equipment of the 
project. The initial coverage shall be in an amount estimated by the Commis- 
sioner at the time of completion of the entire project or units thereof. The 
policies evidencing such insurance shall have attached thereto a standard mort- 
gagee clause making loss payable to the mortgagee and the Commissioner, as 
interests may appear. 

The mortgage shall provide for such equal monthly payments by the mort- 
gagor to the mortgagee as will amortize the ground rents, if any, and the estimated 
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amount of all taxes, Water rates and special assessments, if any, and fire and other 
hazard insurance premiums, within a period ending one month prior to the dates 
on which the same become delinquent. The mortgage shall further provide that 
such payments shall be held in trust for the benefit and account of the mortgagor 
by the mortgagee, for the purpose of paying such ground rents, taxes, Water rates 
and assessments, and insurance premiums, before the same become delinquent 

The mortgage must also make provision for adjustments in case the estimated 
amount of such taxes, water rates and assessments, and insurance premiums shall 
prove to be more, or less, than the actual amount thereof so paid by the mortgagor 

9. All monthly payments to be made by the mortgagor to the mortgagee as 
hereinabove provided in subsections 4 to 8 inclusive, shall be added together and 
the aggregate amount thereof shall be paid by the mortgagor each month in a 
single payment. The mortgagee shall apply the same to the following items i 
the order set forth: 

(a) premium charges under the contract of insurance; 

(b) ground rents, taxes, Water rates, special assessments, and fire and other 

hazard insurance premiums; 

(c) interest on the mortgage; and 

(d) amortization of the principal of the mortgage. 
Any deficiency in the amount of any such aggregate monthly payments shall, 
unless made good by the mortgagor prior to or on the due date of the next such 
payment, constitute an event of default under the mortgage. 

10. The mortgage must contain a provision or provisions, satisfactory to the 
Commissioner, giving to the mortgagee, in the event of default or foreclosure of 
the mortgage, such rights and remedies for the protection and preservation of the 
property covered by the mortgage and the income therefrom, as are available 
under the law or custom of the jurisdiction. 

11. The mortgagee may charge the mortgagor the amount of the application 
fees provided in subsection 3 of Section [I of these Rules and an initial serviec 
charge to reimburse itself for the cost of closing the transaction. Sueh initial 
service charge may be in an amount not in excess of one and one-half per centum 
(14%) of the original principal amount of the mortgage. 

12. In addition to the charges hereinbefore mentioned, the mortgagee may 
collect from the mortgagor only recording fees, mortgage and stamp taxes, if 
any, and such costs of survey and title search as are approved by the Commis- 
sioner. 

13. The mortgage may contain such other terms, conditions and provisions 
with respect to advances during construction, assurance of completion, release 
of parts of the mortgaged property from the lien of the mortgage, insurance, 
repairs, alterations, payment of taxes, default and management reserves, fore- 
closure proceedings, anticipation of maturity, and other matters as the Commis- 
sioner may in his discretion prescribe or approve. The mortgagee may include 
in the mortgage a provision for such additional charge in the event of prepayment 
of principal as may be agreed upon between the mortgagor and mortgagee, 
provided, however, that the mortgagor must be permitted to prepay up to fifteen 
per centum (15%) of the original principal amount of the mortgage in any one 
calendar year without any such additional charge. 

14. (a) No mortgage covering a project designed for rent for residential use 
by civilian or military personnel of the Army, Navy, Marine Corps, or Air Force, 
shall be insured under these Rules unless the Secretary of Defense or his designee, 
shall have certified to the Commissioner that the housing with respect to which 
the mortgage is made is necessary to provide adequate housing for civilian or 
military personnel of the Army, Navy, Marine Corps, or Air Force (including 
Government contractors’ employees) assigned to duty at the military installation 
at or in the area of which such property is constructed, that such installation is 
deemed to be a permanent part of the Military Establishment, and that there is 
no present intention to substantially curtail activities at such installation. 

(b) No mortgage covering a project designed for rent for residential use by 
personnel of the Atomic Energy Commission shall be insured under these Rules 
unless the Atomic Energy Commission or its designee, shall have certified to the 
Commissioner that the housing with respect to which the mortgage is made is 
necessary to provide adequate housing for residential use by personnel of the 
Atomic Energy Commission (including military personnel and Government 
contractors’ employees) employed or assigned to duty at the Atomic Energy 
Commission Installation at or in the area in which such property is constructed, 
that such installation is deemed to be a permanent part of the Atomic Energy 
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Commission establishment, and that there is*no present intention to substantially 
curtail activities at such installation. 

15. The Commissioner may, if he finds that, because of higher costs prevailing 
in the Territory of Alaska, it is not feasible to construct dwellings on property 
located in Alaska without sacrifice of sound standards of construction, design, or 
livability, within the limitations as to maximum mortgage amounts provided in 
subsection 2 of this section, prescribe by regulation or otherwise with respect to 
dollar amount, a higher maximum for the principal obligation of mortgages 
covering property located in Alaska, in such amounts as he shall find necessary 
to compensate for such higher costs but not to exceed, in any event, the maximum 
otherwise applicable by more than one-half (4) thereof. 

16. The mortgage shall*contain a covenant by the mortgagor that until the 
mortgage has been paid in full, or the contract of insurance otherwise terminated, 
he will not execute or file for record any instrument which imposes a restriction 
upon the sale or occupancy of the mortgaged property on the basis of race, color, 
or creed. Such covenant shall be binding upon the mortgagor and his assigns 
and shall provide that upon violation thereof the mortgageee may, at its opion, 
declare the unpaid balance of the mortgage immediately due and payable. 


SECTION IV. ELIGIBLE MORTGAGORS 


1. A mortgagor must establish that after final disbursement of the loan, the 
property covered by the mortgage is free and clear of all liens other than such 
mortgage, and that there will not be outstanding any other unpaid obligation 
contracted in connection with the mortgage transaction or the purchase of the 
mortgaged property, except obligations which are secured by property or collateral 
owned by the mortgagor independently of the mortgaged property. 

2. A mortgagor must establish, in a manner satifactory to the Commissioner, 
that: 

(a) after completion of a project designed for rent for residential use by 
civilian or military personnel of the Army, Navy, Marine Corps, or Air 
Force, preference or priority of opportunity to occupy will be given to civilian 
or military personnel of the Army, Navy, Marine Corps, or Air Force and 
their immediate families (including Government contractors’ employees) 
assigned to duty at the Military Installation at or in the area in which the 
project is located; or 

(b) after completion of a project designed for rent for residential use by 
personnel of the Atomie Energy Commission, preference or priority of 
opportunity to occupy will be given to personnel of the Atomic Energy Com- 
mission and their immediate families (including military personnel and Gov- 
ernment contractors’ employees) employed or assigned to duty at the Atomic 
Energy Commission Installation at or in the area where the project, is located 

3. A mortgagor must have a general credit standing satisfactory to the Com- 
missioner. 

4. In addition to meeting the requirements set forth above in this section, the 
mortgagor must be—— 

(a) a corporation or trust formed or created, with the approval of the Com- 
missioner, for the purpose of providing housing for rent or sale, and possessing 
powers necessary therefor and incidental thereto, which corporation, or trust, 
until the termination of all obligations of the Commissioner under such insur- 
ance, is regulated or restricted by the Commissioner as to rents or sales, charges, 
capital structures, and methods of operation to such an extent as may be deemed 
advisable by the Commissioner. Such regulation or restriction shall remain in 
effect until such time as the mortgage insurance contract terminates without 
obligation upon the Commissioner to issue debentures as a result of such ter- 
mination. So long as such contract of insurance is in effect, the corporation or 
trust shall engage in no business other than the construction and operation of 
a Rental Housing project or projects; or 

(b) a Federal or State instrumentality, a municipal corporate instrumentality 
of one or more States, or a limited dividend corporation formed under and re- 
stricted by Federal or State housing laws as to rents, charges, and methods of 
operation. 

(c) if the mortgage is not in excess of two hundred thousand dollars ($200,000), 
the mortgagor may be an individual. 

5. The Commissioner may, in his discretion, waive the requirements set 
forth in subsection 1 of this section in the case of any project covering property 
located in Alaska: Provided, That the mortgagor in any such case, must have 
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initial funds which may be considered in lieu of the equity required of other 
mortgagors, and such funds (which may be in the form of Government loans, 
grants, or subsidies or in other form) if sufficient in amount, will be considered 
satisfactory provided they do not create a lien against the property prior to that 
of the insured mortgage. Liens inferior to the lien of the insured mortgage may 
be allowed against properties of such mortgagors. 


SECTION V. SUPERVISION OF MORTGAGORS 


1. The mortgagor shall deposit with the mortgagee an amount equivalent to 
not less than one and one-half per centum (114%) of the original principal amount 
of the mortgage, in trust for the purpose of meeting the cost of equipping and 
renting the project subsequent to completion of construction of the entire 
project or units thereof, and to pay taxes and insurance premiums for the twelve 
(12) months’ period following the completion of construction. Any balance of 
said fund not used or set aside for the above purposes shall be paid to the mort- 
gagor upon completion of the entire project to the satisfaction of the Commis- 
sioner. In cases where a commitment to insure upon completion is issued, this 
requirement may be waived at the discretion of the mortgagee. 

2. The mortgagor must establish in a manner satisfactory to the Commissioner 
that, in addition to the proceeds of the insured mortgage, the mortgagor has 
funds sufficient to assure completion of construction of the project. The Com- 
missioner may require such funds, if any, to be deposited with and held by the 
mortgagee in a special account or with an acceptable trustee or escrow agent 
under an appropriate agreement approved by the Commissioner which will 
require such funds to be expended for work and material on the physical im- 
provements prior to the advance of any mortgage money. 

3. The Commissioner may require the deposit with the mortgagee or with 
an acceptable trustee or escrow agent under an appropriate agreement of such 
cash as may be required for the completion of offsite public utilities and streets. 

4. A corporate mortgagor shall be regulated through the ownership by the 
Commissioner of certain shares of special stock (or other evidence of beneficial 
interest in the mortgagor) which stock or interest will acquire majority voting 
rights in the event of default under the mortgage or violation of provisions of 
the charter of the mortgagor or the violation of any valid agreement entered 
into between the mortgagor, the mortgagee and/or the Commissioner, but only 
for a period coextensive with the duration of such default or violation. The 
shares of stock or of beneficial interest issued to the Commissioner, his nominee or 
nominees and/or the Federal Housing Adminsitration shall be in sufficient amount 
to constitute under the laws of the particular State a valid special class of stock or 
interest and shall be issued in consideration of the payment by the Commissioner 
of not exceeding in the aggregate one hundred dollars ($100). Such stock 
shall be represented by certificates issued in the name of the Commissioner, 
and/or in the name of nominee or his nominees, and/or inthe name of the Federal 
Housing Administration, as the Commissioner shall require. Upon the termina- 
tion of all obligations of the Commissioner under his contract of mortgage insur- 
ance or any succeeding contract or agreement covering the mortgage obligation, 
including the obligation upon the Commissioner to issue debentures as a result 
of such termination, all regulation and restriction of the mortgagor shall cease. 
When the right of the Commissioner to regulate or restrict the mortgagor shall 
so terminate, the shares of special stock or other evidence of beneficial interest 
shall be surrendered by the Commissioner upon reimbursement of his payments 
therefor plus accrued dividends, if any, thereon. Such regulation and the addi- 
tional regulation or restriction hereinafter provided in this section shall be made 
effective by incorporation of appropriate provisions therefor in the charter or 
other instrument under which the mortgagor is created, or by agreement. In 
all cases where the insured mortgage is in excess of two hundred thousand dollars 
($200,000), the mortgagor must be a corporation or a trust. 

In the case of an individual mortgagor, regulation by the Commissioner may 
be exercised through a regulatory agreement in form and content satisfactory to 
the Commissioner. 

The following are the items which will be regulated or restricted in the manner 
and to the extent hereinbefore indicated: 

(a) No charge shall be made by the mortgagor for the accommodations offered 
by the project in excess of a rental schedule to be filed with the Commissioner 
and approved by him or his duly constituted representative prior to the opening 
of the project for rental, which schedule shall be based upon a maximum average 
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rental] fixed prior to the insurance of the mortgage, and shall not thereafter be 
changed except upon application of the mortgagor to, and the written approval 
of the change by, the Commissioner. 

(b) The established maximum rental shall be the maximum authorized charge 
against any tenant for the accommodations offered and shall include all services 
except telephone, gas, electric, and refrigeration facilities. Charges permitted 
in addition to such maximum rental shall be subject to the approval of the 
Commissioner. 

(c) A reserve for replacements shall be accumulated and maintained with the 
mortgage so long as the mortgage insurance is in force, and the amount and types 
of such reserves and conditions under which they shall be accumulated, replen- 
ished, and used, shall be specified in the regulatory agreement or charter. Failure 
to comply with the terms of this requirement may be considered by the Commis- 
sioner as a default under the terms of the regulatory agreement or charter. 

(d) The mortgagor shall keep full and complete records of all corporate meetings 
of directors, stockholders, and finance committee, if any, and of the elections and 
resignations of its officers; and whether an individual or a corporate mortgagor 
shall keep complete, orderly, and accurate books of account and shall also keep 
copies of all written contracts or other instruments which affect it or any of its 
property which shall be subject to inspection and examination by the Commis- 
sioner or his duly authorized agents at all reasonable times. 

(e) The mortgagor shall furnish at the request of the Commissioner, his em- 
ployees or attorneys, specific answers to questions upon which information is 
desired from time to time relative to the income, assets, liabilities, contracts, 
operation, condition of the property, and the status of the insured mortgage and 
any other information with respect to the mortgagor or its property which may 
reasonably be required. The above enumeration of specific items shall not be 
deemed in any manner to limit the generality of the preceding sentence. In case 
the mortgagor is in default under the insured mortgage, its regulatory agreement 
or charter, or has failed to meet any of the applicable requirements of this section 
or is in default with respect to any agreement between the mortgagor and the 
mortgagee or under any contract for the improvement of the mortgaged premises 
or under any agreement to which the Federal Housing Commissioner is a party, 
or in case an inspection shows that the property is not being managed or main- 
tained in a manner satisfactory to the Commissioner, the Commissioner may 
require the mortgagor to furnish at the expense of the latter a complete audit of 
its books of account duly certified by a public accountant satisfactory to the 
Commissioner. 

5. Assurance for the completion of a project may be either (1) the personal 
undertaking or obligation in a form and by an obligor or obligors designated by 
the mortgagee and satisfactory to the Commissioner, in an amount at least equal 
to ten per centum (10%) of the construction cost, or (2) an escrow deposit in an 
approved depositary of cash or securities of, or fully guaranteed as to principal 
and interest by, the United States of America, in an amount at least equal to 
ten per centum (10%) of the construction cost, conditioned on completion of the 
project to the satisfaction of the Commissioner. 

6. In the event the mortgagor is a Federal or State instrumentality, a munic- 
ipal corporate instrumentality of one or more States, or a limited dividend cor- 
poration formed under and restricted by Federal or State housing laws as to rents, 
charges, and methods of operation, as described in subsection 4 (b) of Section IV 
of these Rules, the Commissioner may, in his discretion, waive the requirements 
set forth in this section, in whole or in part. 


SECTION VI. ELIGIBLE PROPERTIES 


1. A mortgage to be eligible for insurance must be on real estate held in fee 
simple, or on the interest of the lessee (1) under a lease for not less than ninety- 
nine (99) years which is renewable or (2) under a lease having a period of not less 
than seventy-five (75) vears to run from the date the mortgage is executed, or 
3) under a lease executed by a governmental agency for the maximum term con- 
sistent with its legal authority, provided such lease has a period of not less than 
fiftv (50) years to run from the date the mortgage is executed. 

2. At the time the mortgage is insured the mortgagor shall have constructed 
and completed or shall be obligated to construct and complete new housing ac- 
commodations on the mortgaged property designed principally for residential 
use, conforming to standards satisfactory to the Commissioner, and consisting 
of not less than eight (8) rentable dwelling units on one site and may be detached, 
semidetached, or row houses, or multifamily structures. 
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3. Such dwelling and other improvements, if any, must not violate any zoning 
or deed restrictions applicable to the project site (other than race restrictions), 
and must comply with all applicable building and other governmental regulations. 

4. A mortgagor must establish that no restriction upon the sale or occupancy of 
the mortgaged property, on the basis of race, color, or creed, has been filed of 
record at any time subsequent to February 15, 1950, and prior to the recording of 
the mortgage offered for insurance, and must certify that, until the mortgage has 
been paid in full or the contract of insurance otherwise terminated, he will not 
file for record any such restriction affecting the mortgaged property or execute anv 
agreement, lease, or conveyance affecting the mortgaged property which imposes 
any such restriction upon its sale or occupancy. 


SECTION VII, TITLE 


1. In order to be eligible for insurance, the Commissioner must determine that 
marketable title to the mortgaged property is vested in the mortgagor as of the 
date the mortgage is filed for record. The Commissioner will examine the title 
to property covered by a mortgage offered for insurance and in the event a deter- 
mination of eligibility with respect to title is made as herein provided, such finding 
shall constitute a part of the contract of insurance evidenced by the insurance 
endorsement. 

2. Upon endorsement of the mortgage for insurance, the mortgagee, without 
expense to the Commissioner, shall furnish to the Commissioner a survey satis- 
factory to him and a policy of title insurance as provided in paragraph (a) of this 
subsection, provided, however, that in the event the mortgagee is unable to fur- 
nish such policy for reasons satisfactory to the Commissioner, the mortgagee, 
without expense to the Commissioner, shall furnish evidence of title as provided 
in paragraphs (b), (c), or (d) of this subsection as the Commissioner may require. 

(a) A policy of title insurance with respect to such mortgage issued by a com- 
pany satisfactory to the Commissioner. Such policy shall comply with the ‘‘L. I. 
C. Standard Mortgagee Form,” or the ‘‘A. T. A. Standard Mortgagee Form,” or 
such other form as may be approved by the Commissioner and which offers sub- 
stantially the same coverage under substantially the same conditions and stipula- 
tions. Such policies may contain such ‘‘permitted’’ and other exceptions, restric- 
tions, and limitations as are approved by the Commissioner. The policy shall 
become effective as of the date the mortgage is filed for record and shall run to the 
mortgagee and the Commissioner, their successors and assigns, as their respective 
interests may appear. 

(b) An abstract of title satisfactory to the Commissioner, prepared by an 
abstract company or individual engaged in the business of preparing abstracts of 
title, accompanied by a legal opinion satisfactory to the Commissioner, as to the 
quality of such title, signed by an attorney at law experienced in the examination 
of titles. 

(c) A Torrens or similar title certificate. 

(d) Evidence of title conforming to the standards of a supervising branch of 
the Government of the United States of America, or of any State or Territory 
thereof. 

SECTION VIII. INSURANCE OF ADVANCES DURING CONSTRUCTION 


1. The Commissioner, the mortgagor and the mortgagee shall, prior to the 
insurance of the mortgage, agree with respect to the manner and conditions under 
which advances (if any) during construction are to be made by the mortgagee and 
approved for insurance by the Commissioner. 

2. Such agreement shall require the mortgagee to notify the Commissioner, 
through the insuring office having jurisdiction over the territory in which the 
property is situated, in writing, on an application form prescribed by the Com- 
missioner, setting forth the proposed date and the amount of the advance to be 
made, and the Commissioner shall deliver to the mortgagee within a reasonable 
time from the date of such notice a certificate executed on behalf of the Com- 
missioner on a form prescribed by him setting forth the amount approved for 
insurance or advising the mortgagee of the Commissioner’s nonapproval and 
setting forth the reasons therefor. 

3. Such agreement shall be set forth on a form prescribed by the Commissioner, 
shall contain such additional terms, conditions, and provisions as the Commis- 
sioner shall in the particular case prescribe or approve, and when properly ex- 
ecuted by the Commissioner gnd the mortgagee, shall constitute a part of the 
mortgage insurance contract. 
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1. Any contract or subcontract executed for the performance of construction 
of the project shall comply with all applicable Labor Standards and provisions 
of the Regulations of the Secretary of Labor, issued May 9, 1951, pursuant to 
Reorganization Plan No. 14 of 1950. 

No construction contract shall be entered into with a general contractor or 
any subcontractor if such contractor or any such subcontractor or any firm, 
corporation, partnership or association in which such contractor or subcontractor 
has a substantial interest is included on the ineligible list of contraetors or sub- 
contractors established and maintained by the Comptroller General, pursuant to 
Section 5.6 (b) of the Regulations of the Secretary of Labor, issued May 9, 1951 
pursuant to Reorganization Plan No. 14 of 1950. 

No advance under the mortgage shall be eligible for insurance after notification 
from the Commissioner that the general contractor or any subcontractor or any 
firm, corporation, partnership, or association in which such contractor or sub- 
contractor has a substantial interest was, on the date the contract or subcontract 
was executed, on the ineligible list established by the Comptroller General, pur- 
suant to the provisions of Section 5.6 (b) of the Regulations of the Secretary of 
Labor, issued May 9, 1951, pursuant to Reorganization Plan No. 14 of 1950. 

No advance under any mortgage shall be eligible for insurance unless there is 
filed with the applic ation for such advance a certificate or certificates in the form 
required by the Commissioner, certifying that the laborers and mechanics em- 
ployed in the construction of the dwelling or dwellings or housing projec ‘t in- 
volved have been paid not less than the wages prevailing in the locality in which 
the work was performed for the corresponding classes of laborers and mechanics 
employed on construction of a similar character, as determined by the Secretary 
of Labor prior to the beginning of construction and after the date of filing of the 
application for insurance. 

Compliance with the provisions of this subsection 4 shall be evidenced at such 
time and in such manner as the Commissioner may prescribe. 

5. In the event a commitment to insure upon completion is issued and accepted 
the provisions of subsections 2 and 3 do not apply. 


SECTION IX. EFFECTIVE DATE 


These Administrative Rules are effective as to all mortgages with respect to 
which a commitment to insure under Title VIII shall be issued on or after the 
date hereof. 

Issued at Washington, D. C., this 4th day of September 1951. 


WaLTeR L. GREENE 
Acting Federal Housing Commissioner 


ADMINISTRATIVE REGULATIONS OF THE FEDERAL HovustnGc COMMISSIONER UNDER 
TrrLe VIII or tHe Natronat Hovustne Act 


ARTICLE I 


These Regulations may be cited and referred to as ‘‘Regulations of the Federal 
Housing Commissioner under Title VIII of the National Housing Act, revised 
September 4, 1951.” 

ARTICLE Il. DEFINITIONS 


As used in these Regulations 

1. The term ‘‘Commissioner’’ means the Federal Housing Commissioner 

2. The term ‘Act’? means the National Housing Act, as amended. 

3. The term “‘mortgage’’ means such a first lien upon real estate and other 
property as is commonly given to secure advances (including but not being limited 
to advances during construction) on, or the unpaid purchase price of, real estate 
under the laws of the State, district or Territorv in which the real estate is located, 
together with the credit instrument or instruments, if anv, secured thereby. 

4. The term “insured mortgage’’ means a mortgage which has been insured 
by the endorsement of the Comrnissicner, or his duly authorized repre :entat: ve. 

5. The term ‘‘mortgagor’’ means the originel borrower under a mortgage and 
its successors and such of its assigns as are approved by the Commissioner. 

6. The term ‘‘mortgagee’’ means the original lender under a mortgage, its suc- 
cessors and such of its assigns as are approved by the Commissioner, and includes 
the holders of the credit instruments issued under a trust mortgage or deed of 
trust pursuant to which such holders act by and through a trustee therein named. 
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ARTICLE Ill. PREMIUMS 


1. The mortgagee, upon the initial endorsement of the mortgage for insurance, 
shall pay to the Commissioner a first mortgage insurance premium equal to one- 
half of one per centum (14 of 1%) of the original face amount of the mortgage. 

(a) If the date of the first principal payment is more than one year following 
the date of such initial insurance endorsement the mortgagee, upon the anniver- 
sary of such insurance Cate, shall pay a second premium equal to one-half of one 
per centum (4% of 1%) of the original face amount of the mortgage. 

On the Cate of the first principal payment the mortgagee shall pay a third 
premium equal to one-half of one per centum (14 of 1%) of the average outstanding 
principal obligation of the mortgage for the following year which shall be a‘justed 
so as to accord with such Cate and so that the aggregate of the said three premiums 
shall equal the sum of (i) one per centum (1%) of the average outstanding prin- 
cipal obligation of the mortgage for the year following the date of initial insurance 
endorsement and (ii) one-half of one per centum (4 of 1%) per annum of the aver- 
age outstanding principal obligation of the mortgage for the period from the first 
anniversary of the date of initial insurance endorsement to one year following the 
date of the first principal payment. 

(b) If the date of the first principal payment is one year or less than one year 
following the Cate of such initial insurance encorsement the mortgagee, upon such 
first principal payment Cate, shall pay a second premium equal to one-half of 
one per centum (4 of 1%) of the average outstancing principal obligation of the 
mortgage for the following year which shall be acjusted so as to accord with such 
date an! so that the aggregate of the said two premiums shall equal the sum of 
(i) one per centum (1%) per annum of the average outstanding principal obliga- 
tion of the mortgage for the period from the Cate of initial insurance endorsement 
to the date of first principal payment and (ii) one-half of one per centum (4 of 
1%) of the average outstancing principal obligation of the mortgage for the year 
following the date of the first principal payment. 

(c) Where the credit instrument is initially and finally endorsed for insurance 
pursuant to a Commitment to Insure Upon Completion, the mortgagee on the 
date of the first principal payment shall pay a second premium equal to one-half 
of one per centum (44 of 1%) of the average outstancing principal obligation of the 
mortgage for the vear following such first principal payment date which shall be 
adjusted so as to accord with such date and so that the aggregate of the said two 
premiums shall equal the sum of one-half of one per centum (4% of 1%) per annum 
of the average outstanding principal obligation of the mortgage for the period from 
the date of ihe insurance endorsement to one year following the date of the first 
principal pa; ment. 

Until the mortgage is paid in full or until claim under the contract of insurance 
is mae or until the contract of insurance shall terminate the mortgagee, on each 
anniversary of the date of the first principal payment, shall pay an annual mortgage 
insurance premium equal to one-half of one per centum (9 of 1°) of the average 
outstanding principal obligation of the mortgage for the year following the date on 
which such premium becomes payable. 

The premiums payable on and after the date of the first principal payment 
shall be calculated in accordance with the amortization provisions without 
taking into account delinquent payments or prepayments. 

Premiums shall be payable in cash or in debentures issued by the Commissioner 
under Title VIII of the Act at par plus accrued interest. All premiums are 
payable in advance and no refund can be made of any portion thereof except as 
hereinafter provided in subsection 3 hereof. 

2. In the event that the principal obligation of any mortgage accepted for 
insurance is paid in full prior to maturity, the mortgagee shall within thirty 
(30) days thereafter notify the Commissioner of the date of prepayment and 
shall collect from the mortgagor and pay to the Commissioner an adjusted premium 
charge of one per centum (1%) of the original face amount of the prepaid mort- 
gage, except that if at the time of any such prepayment there is placed on the 
mortgaged property a new insured mortgage in an amount less than the original 
face amount of the prepaid mortgage, an adjusted premium shall be paid based 
upon the difference between such amounts at the rate applicable as above stated, 
depending upon the date of prepayment. 

In no event shall the adjusted premium exceed the aggregate amount of pre- 
mium charges which would have been payable if the mortgage had continued to 
be insured until maturity. 
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No adjusted premium shall be collected by the mortgagee in the following 
cases: 

(a) where at the time of such prepayment there is placed on the mortgaged 
property a new insured mortgage for an amount equal to or greater than the 
original face amount of the prepaid mortgage; or 

(b) where the final maturity specified in the mortgage is accelerated solely 
by reason of partial prepayments made by the mortgagor which do not 
exceed in any one calendar year fifteen per centum (15%) of the original face 
amount of the mortgage; or 

(c) where the final maturity specified in the mortgage is accelerated solely 
by reason of payments to principal to compensate for (1) damage to the 
mortgaged property, or (2) a release of a part of such property if approved by 
the Commissioner; or 

(d) where payment in full is made of a delinquent mortgage on which 
foreclosure proceedings have been commenced, or for the purpose of avoiding 
foreclosure, if the transaction is approved by the Commissioner; or 

(e) where, at the time of prepayment, there is placed on the property 
new insured mortgage less than the original principal amount of the pre paid 
mortgage, provided that the Commissioner finds that the collection of such 
charge would be inequitable under the particular circumstances of the 
transaction. 

Upon such prepayment the contract of insurance shall terminate, and the Com- 
missioner will refund to the mortgagee for the account of the mortgagor an amount 
equal to the prorata portion of the current annual mortgage insurance premium 
theretofore paid, which is applicable to the portion of the year subsequent to 
such prepayment 


ARTICLE IV. INSURANCE ENDORSEMENT 
1. Upon compliance satisfactory to the Commissioner with the terms and 


conditions of his commitment to insure, the Commissioner shall endorse the 
original credit instrument in form as follows: 


No. 


Insured under Title VIII Of the National Housing Act and Regulations 
Thereunder of the Federal Housing Commissioner 
In Effect on 


To the Extent of Advances Approved by the Commissioner 


FEDERAL Houstinc COMMISSIONER 


By ia 
(Authorized agent 
Date tae: a cad lal 
2. The mortgage shall be an insured mortgage from the date of such endorse- 
me nt The Commissioner and the mortgagee shall thereafter be bound by these 


tegulations with the same force and to the same extent as if a separate contract 
had been executed relating to the insured mortgage, including the provisions 
of these Regulations and of the National Housing Act. The term “contract of 
insurance” as used herein means the agreement evidenced by such endorsement. 

3. After all advances under the mortgage have been made with the approval 
of the Commissioner, the Commissioner, upon proof of compliance with any and 
all conditions upon which prior advances were approved for insurance, and upon 
presentation of the original credit instrument, will make a notation below the 
insurance endorsement in form as follows: 


\ total sum of § 
Has Been Approved for Insurance Hereunder 
By the Commissioner 
FEDERAL HovsiInGc COMMISSIONER 


Authorized agent) 


Date 


“ 


were cr «+ 
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+. In cases where a commitment has been issued to insure upon completion 
the Commissioner will, upon full compliance with the terms of such commitment, 
endorse the original credit instrument for insurance by executing both certificates 
of the endorsement form as set forth in Sections 1 and 3 of this Article 


ARTICLE V. RIGHTS AND DUTIES OF A MORTGAGEE UNDER THE CONTRACT OF 
INSURANCE 


1. The mortgagee shall be entitled to receive the benefits of the insurance, at 
its option, either as provided in subsection (a) or subsection (b) hereunder, 

(a) If the mortgagor fails to make any payment due under or provided to be 
paid by the terms of the mortgage, whether or not such failure to pay is caused 
by failure to perform some other covenant or obligation under the mortgage 
because of which the mortgagee has declared the full amount due and payable 
under an acceleration clause contained therein, and such failure continues for a 
period of thirty (30) days, the mortgage shall be considered in default and the 
mortgagee shall within thirty (30) days thereafter give notice in writing to the 
Commissioner of such default. At any time within thirty (30) days after the 
date of such notice, or within such further period as may be sgreed upon by the 
Commissioner in writing, the mortgagee shall, in such manner as the Commis- 
sioner may require, assign, transfer, and deliver to the Commissioner the original 
credit instrument and the mortgage securing the same, without recourse or 
warranty, except that the mortgagee must warrant that no act or omission of the 
mortgagee has impaired the validity and priority of the mortgage, that the 
mortgage is prior to all mechanics’ and materialmen’s liens filed of record subse- 
quent to the recording of such mortgage regardless of whether such liens attached 
prior to such recording date, and prior to all liens and encumbrances which may 
have attached or defects which may have arisen subsequent to the recording of 
such mortgage except such liens or other matters as may be approved by the 
Commissioner, that the amount stated in the instrument of assignment is actually 
due and owing under the mortgage, that there are no offsets or counterclaims 
thereto, and that the mortgagee has a good right to assign the mortgage and other 
items enumerated below: 

(1) all rights and interest arising under the mortgage so in default 
(2) all claims of the mortgagee against the mortgagor or others, arising 
out of the mortgage transaction; 


(3) all policies of title or other insurance or surety bonds or other guranties 
and any and all claims thereunder; 
(4) any balance of the mortgage loan not advanced to the mortgagor; 


5) any cash or property held by the mortgagee or its agents or to which it 
is entitled, including deposits made for the account of the mortgagor and whicl 
have not been applied in reduction of the principal of the mortgage indebted- 
ness; and 

(6) all records, documents, books, papers, and accounts relating to thi 
mortgage transaction. 

Nothing contained in this subsection shall be so construed as to prevent the mort- 

gagee from taking action at a later date than herein specified, provided the 

Commissioner agrees thereto in writing. 

The mortgagee, prior to the assignment of the mortgage to the Commissioner, 
shall offer evidence satisfactory to him that the original title coverage has been 
extended to include all advances of mortgage money made up to the date of assign- 
ment showing title satisfactory to the Commissioner as defined in Section 4 of 
this Article. 

(b) If the mortgagor fails to make any payment to the mortgagee required by 
the mortgage, or to perform any other covenant or obligation under the mortgage, 
and such failure continues for the period of grace, if any, set forth in the mortgage, 
the mortgage shall be considered in default, and the mortgagee, within a period 
of thirty (30) days after the occurence of a default arising on account of such 
failure to make any such payment or within such period after the mortgagee 
shall have knowledge of the occurence of a default arising on account of such 
failure to perform any other covenant or obligation under the mortgage, shall 
give notice in writing to the Commissioner of such default. At any time within 
a period of ninety (90) days after the date of such notice or within such later time 
as may be agreed upon by the Commissioner in writing, the mortgagee, at its 
election, shall either— 

(1) with, and subject to, the consent of the Commissioner, acquire by 
means other than foreclosure of the mortgage, possession of, and title to, 
the mortgaged property; or 








52 NOMINATION OF NORMAN P. MASON 


(2) institute proceedings for the foreclosure of the mortgage and obtain 


possession of the mortgaged property and the income therefrom through the 
voluntary surrender thereof by the mortgagor or institute, and prosecute 
with reasonable diligence, proceedings for the appointment of a receiver of 
the mortgaged property and the income therefrom or proceed to exercise 
such other rights and remedies as may be available to it for the protection 


f 


and preservation of the mortgaged property and the income therefrom under 

the mortgage and the law of the particular jurisdiction: Provided, That if 
the laws of the State in which the mortgaged property is situated do not per- 
mit the institution of such proceedings withit such period of time, the mort- 
gagee shall institute such proceedings within sixty (60) days after the expira- 
tion of the time during which the institution of such proceedings is prohibited 
bv such laws. Nothing contained in this subsection shall be so construed as 
to require the mortgagee to take any action when the necessity therefor has 
been waived in writing by the Commissioner nor to prevent the mortgagee 
from taking action at a later date than herein specified provided the Com- 
missioner so agrees in writing. The mortgagee shall promptly give notice in 
writing to the Commissioner of the institution of foreclosure proceedings 
under this subsection and shall exercise reasonable diligence in prosecuting 
such proceedings to completion. If after default and prior to the completion 
of foreclosure proceedings the mortgagor shall pay to the mortgagee all 
payments in default and such expenses as the mortgagee shall have incurred 
in connection, with the foreclosure proceedings, notice thereof shall be given 
to the Commissioner by the mortgagee, and the insurance shall continue 
as if such default had not occurred. 

(c) If, during the time the mortgage is insured and before the mortgagee has 
received the benefits of the insurance as provided herein, the United States 
acquires, or commences eminent domain proceedings to acquire, all or a substantial 
part (as defined by the Commissioner) of the mortgaged property for the use of 
the National Military Establishment, or the Atomic Energy Commission, the 
mortgagee may, upon compliance with the provisions of subsection (a) of this sec- 
tion receive the benefits of the insurance as provided therein notwithstanding the 
fact that the mortgage may not be in default. 

2. If the mortgagee elects to proceed under, and does proceed under and in 
accordance with, the provisions of subsection (a) or subsection (c) of Section | 
of this Article, and furnishes evidence satisfactory to the Commissioner that there 
are no past due and unpaid ground rents, general taxes, or special assessments, 
and furnishes the warranties described in said subsection, the Commissioner shall 
deliver to the mortgagee 

a) Debentures of the Military Housing Insurance Fund as set forth in 
Section 803 of the Act, issued as of the date the mortgage became in default, 
bearing interest from such date at the rate of two and one-half (244%) per 
centum per annum, payable semiannually on the first day of January and the 
first day of July of each year and having a total face value equal to the value of 
the mortgage as defined in Section 803 (d) of the Act. Such value shall be de- 
termined by adding to the original principal of the mortgage which was unpaid 
on the date of default the amount the mortgagee may have paid for (A) taxes, 
special assessments, and water rates which are liens prior to the mortgage; 

B) insurance on the property; and (C) reasonable expenses for the ecomple- 
tion and preservation of the property and any mortgage insurance premiums 
paid after default; less the sum of (i) an amount equivalent to one per centum 
(1%) of the unpaid amount of such principal obligation on the date of default; 
(ii) any amount received on account of the mortgage after such date; and 
(iii) any net income received by the mortgagee from the property after such 
date. Such debentures shall be registered as to principal and interest and 
all or any such debentures may be redeemed at the option of the Commissioner 
with the approval of the Secretary of the Treasury at par and accrued interest 





on any interest payment day on three months’ notice of redemption given 
in such manner as the Commissioner shall prescribe. Such debentures shall 
be issued in multiples of $50 and any difference not in excess of $50 between 
the amount of debentures to which the mortgagee is otherwise entitled here- 


under and the aggregate face value of the debentures issued shall be paid in 
eash by the Commissioner to the mortgag 


‘ 
(bb) A Certificate of Claim in accordance with Section 803 (g¢) of the Act 


Which shall become payable, if at all, upon the sale and final liquidation of 
the interest of the Commissioner in such property This Certifieate shall 
, 


be for an amount which the Commissioner shall determine to | 


ee. 


e sufficient 





l 
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to pay all amounts due under the mortgage and not covered by the amount 

of debentures. Each such Certificate of Claim shall provide that there 

shall accrue to the holder thereof with respect to the face amount of such 

Certificate an increment at the rate of three per centum (3%) per annum. 

3. If the mortgagee elects to proceed under, and does proceed under and 
in accordance with, the provisions of Section 1 (b) of this Article and at any 
time within thirty (80) days (or such further time as may le allowed by the 
Commissioner in writing) after acquiring title to and possession of the mortgaged 
property in accordance with such subsection, tenders to the Commissioner posses- 
sion thereof and a Deed thereto containing a covenant which warrants against acts 
of the mortgagee and of all parties claiming by, through, or under the mortgagee, 
conveying title to such property satisfactory to the Commissioner, as provided in 
Section 4 of this Article, and assigns (without recourse or Warranty) any and all 
claims which it has acquired in connection with the mortgage transaction and as 
a result of the foreclosure proceedings or other means by which it acquired such 
property, including but not limited to any claims on account of title insurance 
and fire or other hazard insurance, except such claims as may have been released 
with the prior approval of the Commissioner, the Commissioner shall promptly 
accept conveyance to such property and such assignments, notwithstanding that 
the buildings or improvements thereon shall be incomplete or may have been 
destroved, damaged, or injured in whole or in part, and shall deliver to the mort- 
gagee debentures and Certificate of Claim as provided in Section 2 of this Article, 
except that the one per centum (1%) deduction set out in (i) thereof with respect 
to the amount of debentures shall not apply. 

1. Title satisfactory to the Commissioner within the meaning of Section 3 of 
this Article will be such title as was vested in the mortgagor as of the date the 
mortgage was filed for record, but must be free and clear of all mechanics’ and 
materialmen’s liens filed of reeord subsequent to the recording of such mortgage, 
regardless of whether such liens attached prior to such recording date, and free 
and clear of all liens and encumbrances which may have attached, or defects 
which may have arisen subsequent to the recording of such mortgage, except such 
liens or other matters as mav be approved by the Commissioner. 

5. The mortgagee, at the time a deed is tendered in accordance with Section 3 
of this Article, shall furnish to the Commissioner without expense to him satis- 
factory evidence of such title. Such title evidence shall be executed as of a date 
to include the recordation of the deed to the Commissioner and, shall be in the 
form of an owner’s policy of title insurance, ora satisfactory abstract and attorney’s 
opinion covering the period subsequent to the recording of the mortgage, or a 
satisfactory continuation of the title evidence accepted by the Commissioner at the 
time the mortgage was insured, depending upon the form of title evidence origi- 
nally accepted by the Commissioner. 

6. The mortgaged premises shall at all times be insured against fire and other 
hazards as provided in the mortgage. The duty shall be upon the mortgagee to 
provide such coverage in the event the mortgagor fails to do so. If the mortgagee 
fails to pay any premiums necessary to keep the mortgaged premises so insured, 
the contract of insurance may be terminated at the election of the Commissioner. 
If at the time claim is filed for debentures the property has been damaged by fire 
or other hazards and loss has been sustained by reason of failure to keep the 
property insured as provided in the mortgage, the amount of such loss may be 
deducted from the amount of the debentures. In the event a loss has occurred 
to the mortgaged property under any policy of fire or other hazard insurance and 
the amount of any funds received by the mortgagee in payment of such loss shall 
be sufficient to pay in full the entire mortgage indebtedness, the mortgage shall, 
upon receipt of such funds by the mortgagee, be deemed paid and the contract of 
mortgage insurance made with the Commissioner shall thereupon terminate. If, 
however, any funds so received shall be insufficient to pay such mortgage in- 
debtedness in full, the mortgagee shall not exercise its option under the mortgage 
to use the proceeds of such insurance for the repairing, replacing, or rebuilding of 
such premises or to apply such proceeds to the mortgage indebtedness without 
prior written approval of the Commissioner. If the Commissioner shall fail to 
give his approval to the use or application of such funds for either of said purposes 
within thirty (30) days after written request by the mortgagee, the mortgagee 
may use or apply such funds for any of the purposes specified in the mortgage 
without the approval of the Commissioner. 

7. If after the mortgage becomes in default, as provided in Section 1 of this 

Article, the mortgagee does not make the assignment provided in Section | (a 
or (ec) of this Article, or does not foreclose or otherwise acquire the mortgaged 
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property and make the conveyance provided in Section 3 of this Article, and writ- 
ten notice thereof is given to the Commissioner; or in the event that the mortgagor 
pays the obligation under the mortgage in full prior to the maturity thereof and 
the mortgagee pays the adjusted premium charge required under the provisions 
of Section 2 of Article III of these Regulations and written notice thereof is given 
to the Commissioner, the obligation to pay the annual premium charge shall 
cease, and all rights of the mortgagee and the mortgagor under Sections 2 and 3 
of this Article shall terminate as of the date of such notice. 

8. In the event that the mortgagee fails to comply with the provisions of See- 
tion 1 (a) or (ec) and 2, or 1 (b) and 3 of this Article, then the contract of insurance 
shall thereupon terminate. 


ARTICLE VI, ASSIGNMENTS 


1. Bonds or other obligations issued in connection with an insured mortgage 
executed in the form of an indenture of trust providing for the issue and sale of 
such bonds or other obligations and appointing a trustee to act on behalf of the 
holders of such bonds or other obligations may be transferred as provided in the 
indenture of trust. 

2. An insured mortgage, other than a mortgage executed in the form of an 
indenture of trust providing for the issue and sale of bonds or other obligations 
and appointing a trustee to act on behalf of the holders of such bonds or other 
obligations, may be transferred (but, except with the written approval of the 
Commissioner, only subsequent to full disbursement of the mortgage loan) to a 
transferee who is a mortgagee approved by the Commissioner. Upon such 
approval and transfer and the assumption by the transferee of all obligations 
under the contract of insurance, the transferor shall be released from its obligations 
under the contract of insurance. 

3. The contract of insurance shall terminate with respect to mortgages described 
in section 2 of this Article upon the happening of either of the following events: 

(a) The acquisition of the insured mortgage by or the pledge thereof to any 
person, firm, or corporation, public or private, except as specifically provided in 
section 2. 

(b) The disposal by a mortgagee of any partial interest in the insured mortgage 
by means of a declaration of trust or by a participation or trust certificate or by 
any other device unless with the prior written approval of the Commissioner: 
Provided, That this subsection (b) shall not be applicable to any mortgage so long 
as it is held in a common trust fund maintained by a bank or trust company 
(1) exclusively for the collective investment and reinvestment of moneys con- 
tributed thereto by the bank or trust company in its capacity as a trustee, 
executor, or administrator; and (2) in conformity with the rules and regulations 
prevailing from time to time of the Board of Governors of the Federal Reserve 
System, pertaining to the collective investment of trust funds: Provided further, 
That this subsection (b) shall not be applicable to any mortgage so long as it is 
held in a common trust estate administered by a bank or trust company which 
is subject to the inspection and supervision of a governmental agency, exclusively 
for the benefit of other banking institutions which are subject to the inspection 
and supervision of a governmental agency, and which are authorized by law to 
acquire beneficial interests in such common trust estate, nor to any mortgage 
transferred to such a bank or trust company as trustee exclusively for the benefit 
of outstanding owners of undivided interests in the trust estate, under the terms 
of certificates issued and sold more than three years prior to said transfer, by a 
corporation which is subject to the inspection and supervision of a governmental! 
agency. 

ARTICLE VII, RIGHTS IN HOUSING FUND 


Neither the mortgagee nor the mortgagor shall have any vested or other right in 
the ‘‘Military Housing Insurance Fund.” 


ARTICLE VIII. AMENDMENTS 


These Regulations may be amended by the Commissioner at any time and from 
time to time, in whole or in part, but such amendments shall not affect the con- 
tract of insurance on any mortgage already insured or any mortgage or prospective 
mortgage on which the Commissioner has made a commitment to insure. 
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ARTICLE IX, EFFECTIVE DATE 


These Regulations shall be effective as to all mortgages with respect to which 
a commitment to insure under Title VIII is issued on or after the date hereof. 
Issued at Washington, D. C., this 4th day of September 1951. 
WattTER L. GREENE, 
Acting Federal Housing Commissioner. 


AMENDMENTS TO ADMINISTRATIVE RULES OF THE FEDERAL Houstna ComMIs- 
SIONER FOR Miuitary Housina INsuRANCE UNpER Tit_e VIII or THE Na- 
TIONAL Housina Act, REvIsED SEPTEMBER 4, 1951 


Subsection 15 of Section III of said Administrative Rules is hereby amended 
by inserting the words ‘‘or in Guam”’ after the word ‘“‘Alaska”’ in each place where 
it appears in said subsection. 

Subsection 5 of Section LV of said Administrative Rules is hereby amended by 
inserting the words ‘‘or in Guam”’ after the word ‘‘Alaska”’ in each place where it 
appears in said subsection. 

Issued at Washington, D. C., September 4, 1952. 

B. C. Bovarp, 
Acting Federal Housing Commissioner 


AMENDMENT TO THE ADMINISTRATIVE RULES OF THE FEDERAL Housina Com- 
MISSIONER FOR MuiLITaRY Housina INSURANCE UNbER Tit.ie VIII or THE 
NATIONAL Housina Act, REVISED SEPTEMBER 4, 1951 


Subsection 3 of Section II of said Administrative Rules is hereby amended to 
read as follows: 

3. The application must be accompanied by the mortgagee’s check to cover 
an ‘‘Application Fee’? computed at the rate of one dollar and fifty cents ($1.50 
per thousand dollars ($1,000) of the original face amount of the mortgage loar 
for which application is made, to cover the costs of analysis by the Commissioner 
A further sum (referred to as ‘‘Commitment Fee’’), which when added to thi 
Application Fee will aggregate three dollars ($3.00) per thousand dollars ($1,000 
of the face amount of the mortgage loan approved for insurance by the Commis- 
sioner, shall be paid prior to the delivery of the commitment. If an application 
filed prior to May 11, 1953, is rejected without an estimate of replacement cost 
being made by the Commissioner, the fee paid will be returned to the applicant 
If an application filed on or after May 11, 1958, is rejected before it is assigned for 
processing by the Commissioner, the fee paid will be returned to the applicant 
If, after insurance, the amount of an insured mortgage is increased either by 
amendment or by the substitution of a new insured mortgage, a further fee shall 
be paid, based upon the amount of such increase.”’ 

Issued at Washington, D. C., May 4, 1953. 

Guy T. O. Houiypay, 
Federal Housing Commissione? 


AMENDMENT TO THE ADMINISTRATIVE RULES OF THE FEDERAL HousiInG Com- 
MISSIONER FOR Mrurrary Houstna INSURANCE' UNDER TITLE VIII OF THE 
NATIONAL Houstna Act, REvIsED SEPTEMBER 4, 1951 


Subsection 10 of Section III of said Administrative Rules is hereby amended by 
adding at the end thereof the following new sentence: 

“The mortgage may provide for a charge by the mortgagee of a ‘late charge,’ 
not to exceed 2 cents for each dollar of each payment more than 15 days in arrears, 


to cover the extra expense involved in handling delinquent payments.” 
Issued at Washington, D. C., May 6, 1953. 


Guy T. O. Houiypay, 
Federal Housir gq Commissione 
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AMENDMENT TO THE ADMINISTRATIVE RULES OF THE FEDERAL Housine Com- 
MISSIONER FoR Minitary Housina INsuraNce UNpbER Tite VIII or tap 
NaTIONAL Housina Act, ReviseED SEPTEMBER 4, 1951 


Subsection 4 of Section III of said Administrative Rules is hereby amended to 
read as follows: 

“4. The mortgage may bear interest at such rate as may be agreed upon between 
the mortgagee and the mortgagor, but in no case shall such interest rate be in 
excess of 445 per centum per annum. Interest shall be payable only on principal 
outstanding and shall be payable in monthly installments.” 

Subsection 15 of Section III of said Administrative Rules is hereby amended 
by inserting the words “or in Hawaii’ after the word “Guam”’ in each place 
where it appears in said subsection. 

Subsection 5 of Section IV of said Administrative Rules is hereby amended by 
inserting the words “or in Hawaii’ after the word “Guam” in each place where 
it appears in said subsection. 

The said Administrative Rules are hereby amended by renumbering Section 
IX as Section X and adding the following as a new Section IX: 


“MORTGAGOR’S AGREEMENT AND CERTIFICATION AS TO COSTS 


“1. Prior to initial endorsement for insurance the mortgagor, mortgagee and 
the Commissioner shall enter into an agreement (in form and content satisfactory 
to the Commissioner) under which the mortgagor shall agree to execute the 
certificate required pursuant to subsection 3 of this section, and comply with the 
obligation of the mortgagor to reduce the amount of the mortgage as set forth 
in subsection 2 of this section. Such agreement shall also disclose the relationship, 
if any, between the mortgagor, or any of its officers, directors or stockholders, 
with the general contractor selected to perform the construction, and the mort- 
gagor shall agree that the execution of the certificate required pursuant to sub- 
section 3 hereof may be accepted by the Commissioner as evidence that no change 
in such disclosed relationship has occurred during construction and prior to the 
execution of such certificate. 

“2. The agreement required under subsection 1 hereof shall obligate the 
mortgagor to reduce the amount of the mortgage by the amount, if any, by 
which the proceeds of the mortgage loan exceed the actual cost, as disclosed by 
the certificate required by subsection 3 of this section, of the physical improve- 
ments on the mortgaged property or project (exclusive of off-site public utilities 
and streets and of organization and legal expenses). 

“3. The certificate required under this section shall be executed by the mort- 
gagor after completion of the physical improvements on the mortgaged property 
and prior to the final endorsement of the mortgage, and shall be in such form as 
the Commissioner may prescribe. 

‘“‘(a) If the mortgagor establishes to the satisfaction of the Commissioner that 
no officer, director, or stockholder of the mortgagor is also an officer, director, or 
stockholder of the general contractor or in any manner has any financial interest 
in the general contractor, the amount of the construction contract will be ac- 
cepted by the Commissioner as the amount of the actual cost of that part of 
said physical improvements represented by the work to be performed under such 
contract. 

“In all such cases the required certificate shall be accompanied by a statement 
on a form prescribed by the Commissioner, setting forth the amount actually 
paid under the construction contract exclusive of any refunds, rebates or other 
payments to the mortgagor or for its account; together with an itemization of 
the cost of all other labor and materials and necessary services in connection with 
the construction of any physical improvements, which are in addition to the work 
to be performed under the construction contract, including, but not limited to, 
utilities within the boundaries of the property or project; architects’ fees actually 
paid, no part of which has or will accrue to benefit of the mortgagor; taxes, interest 
and insurance during construction; and other miscellaneous charges incidental 
to construction and approved by the Commissioner; but excluding all kickbacks, 
rebates and normal trade discounts received in connection with the construction 
of that part of such physical improvements not representing work to be performed 
under the construction contract. The mortgagor shall keep and maintain ade- 
quate records of all costs of such construction not representing work to be 
performed under the construction contract and shall make such records available 
for examination upon request by the Commissioner. 








NOMINATION OF NORMAN P. MASON 57 


‘“(b) Unless the Commissioner is satisfied that no officer, director, or stock- 
holder of the mortgagor-corporation is an officer, director, or stockholder of the 
general contractor and that no such officer, director, or stockholder of the mort- 
gagor-corporation has any financial interest in the general contractor, the contract 
or contracts entered into by the mortgagor for the construction of the project, 
shall provide for payment on the basis of the actual cost of the work to be per- 
formed, exclusive of all kickbacks, rebates, and normal trade discounts, plus a 
fixed fee in a reasonable amount satisfactory to the Commissioner, but such con- 
tract or contracts shall further provide a maximum upset price and shall require 
the contractor under any such contract or contracts to keep and maintain adequate 
records of all costs, and to make such records available for examination upon 
request by the Commissioner. 

“In all such cases the required certificate shall be accompanied by statements 
executed by the contractor and the mortgagor, on forms prescribed by the Com- 
missioner, itemizing all actual costs of labor and materials and necessary services 
in connection with the construction of physical improvements, including, but not 
limited to, utilities within the boundaries of the property or project; architects’ 
fees actually paid, no part of which has or will accrue to the benefit of the mort- 
gvagor; taxes, interest, and insurance during construction; and other miscellaneous 
charges incidental to construction and approved by the Commissioner, but 
excluding all kickbacks, rebates, and normal trade discounts received in con1.eec- 
tion with the construction of such physical improvements. 

“Any agreement, undertaking, statement, or certification required under this 
section shall specifically state that it is made, presented, and delivered for the 
purpose of influencing an official action of the Federal Housing Administration 
and of the Federal Housing Commissioner and may be relied upon by the Com- 
missioner as a true statement of the facts contained therein.”’ 

Issued at Washington, D. C., July 3, 1953. 

Guy T. O. Honiypay, 
Federal Housing Commissioner. 


AMENDMENT TO THE ADMINISTRATIVE REGULATIONS OF THE FEDERAL HouSsING 
COMMISSIONER FOR MILITARY HousinG INSURANCE UNDER TirLe VIII or rus 
NATIONAL Housina Act, REVISED SEPTEMBER 4, 1951 


The first sentence of section 2 (a) of said Administrative Regulations is hereby 
amended to read as follows: 

“Debentures of the Military Housing Insurance Fund as set forth in Section 803 
of the Act, issued as of the date the mortgage became in default, bearing interest 
from such date at the rate of two and one-half per centum (215%) per annum in 
the case of mortgages endorsed for insurance prior to July 8, 1953, and at the rate 
of two and three-fourths per centum (234%) per annum in the case of mortgages 
endorsed for insurance on or after July 8, 1953, payable semiannually on the first 
day of January and the first day of July of each year and having a total face value 
equal to the value of the mortgage as defined in Section 803 (d) of the Act.” 

Issued at Washington, D. C., July 14, 1953. 

WavtTrerR L. GREENE, 
Acting Federal Housing Commissioner. 


—eEEEEEE, 


AMENDMENT TO THE ADMINISTRATIVE RULES OF THE FrepERAL Housina Com- 
MISSIONER FOR Miuirary Housina INsuRANCE UNpbgER Titr.Le VIII or tut 
NaTIONAL Housine Act, Revisep SEPTEMBER 4, 1951 


Subsection 1 of Section 1V of said Administrative Rules is hereby amended to 
read as follows: 

“1. A mortgagor must certify that at final endorsement of the loan for insurance 
the property covered by the mortgage is free and clear of all liens other than such 
mortgage, and that there will not be outstanding any other unpaid obligation 
contracted in connection with the mortgage transaction, the purchase of the 
mortgaged property, or the construction of the project, except such obligations 
as may be approved by the Commissioner as to terms, form and amount. Such 
obligations may include the amount of such funds as may be loaned to the cor- 
poration by the stockholders with the approval of the Commissioner prior to 
the endorsement of the mortgage for insurance to provide the sum estimated by 
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the Commissioner to be necessary for the completion of the project over and 
above mortgage proceeds, plus funds deposited pursuant to Subsection 1 of 
Section V, if any.” 
Issued at Washington, D. C., July 24, 1953. 
Guy T. O. Hotiypay, 


Federal Housing Commissioner. 


AMENDMENT TO THE ADMINISTRATIVE RULES OF THE FEDERAL Housine Com- 
MISSIONER FOR Muuirary Housinc INsurRANCE UNDER Tire VIII or tHe 
NATIONAL Hovusina Act, REvISED SEPTEMBER 4, 1951 


Subsection 12 of Section III of said Administrative Rules is hereby amended to 
read as follows: 
“12 All charges made in connection with the mortgage transaction shall be 
subject to the approval of the Commissioner.” 
Issued at Washington, D. C., July 28, 1953. 
WaLTeR L. GREENE, 
Acting Federal Housing Commissioner. 


AMENDMENT TO THE ADMINISTRATIVE REGULATIONS OF THE FEDERAL HovsinG 
COMMISSIONER FOR MiLitary Housina INSURANCE UNDER TITLE VIII oF THE 
NATIONAL HousinG Act REVISED SEPTEMBER 4, 1951 


The first sentence of section 2 (a) of said Administrative Regulations is hereby 
amended to read as follows: 

“Debentures of the Military Housing Insurance Fund as set forth in Section 
803 of the Act, issued as of the cate the mortgage became in default, bearing 
interest from such Cate at the rate of two and one-half per centum (24%) per 
annum in the case of mortgages endorsed for insurance prior to July 8, 19538, and 
at the rate of two and three-fourths per centum (234%) per annum in the case of 
mortgages endorsed for insurance on or after July 8, 1953, and at the rate of two 
and one-half per centum (2'5°%) per annum if issued in exchange for property 
accepted for insurance pursuant to commitments issued by the Commissioner on 
or after May 29, 1954, payable semiannually on the first day of January and the 
first day of July of each year and having a total face value equal to the value of 
the mortgage as defined in Section 803 (d) of the Act.’’ 

Issued at Washington, D. C., May 24, 1954. 

NorMAN P. Mason, 
Acting Federal Housing Commissione? 


NATIONAL Muinirary EstaBLISHMENT 


MUNITIONS BOARD 
Avausr 30, 1949. 
Memorandum for The Secretary of the Army 
The Secretary of the Navy 
The Secretary of the Air Force 
Subject: Implementation of Public Law 211, 81st Congress 
References: 
(a) Memo dated August 15, 1949, from the Secretary of Defense concern- 
ing subject law. ; 
(b) Memo dated August 22, 1949, from the Chairman of the Munitions 
Board, subject as above. 

1. Reference (a) designated the Secretaries of the Army, Navy, and Air Force 
to make the certifications required under section 803 (b) (2) of Public Law 211, 
8list Congress, but directed that such certifications not be made without prior 
coordination with the other two military departments and the designated rep- 
resentative of the Chairman of the Munitions Board. 

2. In order to protect the departmental Secretaries, it is desirable that this 
coordination be effected prior to development of detailed plans. Pursuant to 
discussions with representatives of the three military departments, a form has 
been developed to facilitate such coordination. A sample copy of this form and 
instructions for its accomplishment will be furnished separately. The form is to 
be completed, including coordination by the other departments, and signed prior 
to its submission (in duplicate) to the Munitions Board representative for coor- 
dination of the project. In the event one project is sponsored jointly, a signature 
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is to be included for each sponsoring Department. Copies of the completed form 
for each project may be furnished the coordinating military departments as 
desired. 

3. To provide uniformity of basie principles for evaluating the relative de- 
sirability of an installation for rental-housing development, a list of important 
factors to be considered in determining permanency of the military installation 
to be served has been established and is furnished herewith (enclosure 1). Pro- 
mulgation of this list is not intended to prevent the use by each military Depart- 
ment of additional factors to meet its own peculiar requirements. 

1. A related factor of major importance, where commercial utilities and serv- 
ices are not available or adequate to serve the housing project and its population, 
is the availability of utilities and services at the military installation itself, without 
extension or expansion at substantial expense to the Government. Rental-hous- 
ing projects must not be allowed to generate requirements for military public 
works which have not been recognized and provided for in advance, and without 
which the housing project cannot function effectively 

5. At the time final certification of each project is made to the Federal Housing 
Administration, a copy of such certification will be furnished to each other military 
department and to the representative of the Chairman of the Munitions Board. 
The latter will also be notified by the sponsoring department of (1) approval by 
the Federal Housing Administration, (2) initiation of construction and (3) com- 
pletion of the project for occupancy. 

6. Mr. J. C. Roop is designated as the representative of the Chairman of the 
Munitions Board for the coordination of all matters concerning military rental 
hous.ng projects pursuant to subject law. 

7. Reference (6) above is hereby rescinded. 
For the chairman: 
LeR. Lutas, 
Lieutenant General, United States Army, Director of the Staff. 


Factors CONSIDERED IN DETERMINING PERMANENCY 


1. Land ownership.—The major portions of land of the military installation, 
for which a housing project is proposed, must be Government-owned. 

2. Suitability of terrain and climate-—The location must be adjudged suitable 
for discharge of the assigned mission on a long-term basis. 

3. Strategic significance.—If the military installation has a wartime potential 


as a base of operations that fact will dominate. 

1. Logistic supportability—The location must be accessible 2nd be supported 
by adequate logistie facilities such as transportation and communications, ete 

5d. Adequacy of facilities of the installation.—The military installation must have 
(either built or programed for building) the basic plant and structures required 
for discharge of its assigned mission. 

6. Expensibility of the installation.—The military installation must have the 
potential for accomplishment of its mission under the conditions imposed by 
new-type weapons and new types of tactics. 

7. Transposability of mission.—The capability of the installation for aecommo- 
dating a variety of usages will be construed as a favorable factor. 

8. Future prospects.—Consideration should be given to the curtailment of 
activities at each installation which would be required under a budget 40 percent 
smaller than the prospective fiscal vear 1950 departmental program. 

9. Sanitary and health conditions.—These are to be considered but cannot be 
construed as dominant factors. 

10. Location with respect to training facilities.—If the installation is to be used 
for training, consideration must be given to the availability of ranges, maneuver 
areas, and other training facilities, both leased and Government-owned. 

11. Investment in plant account.—While the factor of investment in plant 
account must be considered, it should not dominate in cases where the installation 
is incapable of expansion to accommodate new-type weapons or new-type tactics, 
or to meet new missions. 

12. Proximity to urban community.—lIn the interest of maintaining high morale 
of troops and obtaining access to a labor market, the proximity of urban com- 
munities must be considered. 

13. Joint usage.—Consideration will be given to present or proposed joint usage 
arrangements. 

14. Public relations —If the adjacent urban community is economically de- 
pendent upon the continuance of activity at the installation, the publie relations 
factor will be considered. 
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ASSISTANT SECRETARY OF DEFENSE, 
CoMPTROLLER, 
Washington 25, D. C., May 1, 1950. 


Memorandum for: The Secretary of the Army 
The Secretary of the Navy 
The Secretary of the Air Force 
In accordance with the directive in the memorandum of the Secretary of 
Defense dated March 24, 1950, to the Assistant Secretary of Defense (Comp- 
troller), uniform procedures to be followed by the Services under the National 
Housing Act (title VIII), as amended, have been developed in cooperation with 
the designed representatives of the three military departments and with the 
Federal Housing Administration and are promulgated herewith for compliance. 
Additional copies of the enclosure may be obtained from the Budget Division, 
Office of the Secretary of Defense, telephone code 131, extension 76359. 
W. J. McNett. 


DEPARTMENT OF DEFENSE INSTRUCTIONS FOR SELECTION OF SPONSORS AND 
PROCESSING OF PRoJEcTS UNprER TitLe VIII or THE Nationa HovusinG 
Act (as AMENDED) 

ApriL 27, 1950. 

1. Requirements.—a. The Secretaries of the Army, Navy, and Air Force will 
determine requirements for projects and coordinate with the other two Depart- 
ments in accordance with the Secretary of Defense memorandum dated August 
15, 1949, on the subject of implementation of Public Law 211, except that co- 
ordination for the Secretary of Defense will be accomplished by the Office of 
the Comptroller instead of the Chairman of the Munitions Board. At the time 
military requirements are being established for any location, the local FHA 
office will be consulted to ascertain whether proximity to private rental or other 
housing sources might detract from the insurability of the mortgage due to 
market conditions. In the event of disagreement at the local level between FHA 
and the representatives of the military Departments on the subject of avail- 
ability of housing, referral to respective Washington headquarters will be made 
for resolution. Coordination by the Office of the Comptroller will be evidence 
of OSD approval of the service plans to develop a project. No commitment on 
the part of a service will be made until evidence of Comptroller coordination 
is received. 

b. The Secretaries of the Army and Air Force will furnish a directive to the 
Chief of Engineers to develop an approved project, and a similar directive will 
be furnished by the Secretary of the Navy to the Chief, Bureau of Yards and 
Docks. The directive may cite, but need not be limited to, the installation(s) 
the project is to serve, the number of dwelling units, the breakdown of units 
by number of bedrooms, the preference as to type of dwelling unit construc- 
tion (detached, semidetached, or row house, or multifamily structures) informa- 
tion concerning the site, utilities, and rental rates. The rental rates specified 
shall be in terms of the maximum monthly charges which can be paid by the 
personnel to be served. 

2. Archilect-Engineer Services.—a. Upon receipt of an approved project assign- 
ment, an exploratory conference will be arranged by the designated representa- 
tive of the Chief of Engineers or the Chief of Bureau of Yards and Docks (here- 
inafter referred to as the military filed office) with the Federal Housing Adminis- 
tration (hereinafter referred to as FHA) insuring office to establish general 
feasibility of accomplishing the proposed project, i. e., a predetermination as to 
whether or not an architect-engineer (hereinafter referred to as A. and E.) con- 
tract should be entered into. Attachment (1) hereto lists FHA field offices and 
indicates the jurisdiction of each. 

b. The FHA insuring office will be requested to furnish the military field office 
with a list of qualified local architects having experience in FHA rental housing. 

ce. The military field office will negotiate an A. and E. contract to develop 
plans, specifications and other data for the proposed project, including site and 
utilities information, in sufficient detail for FHA to furnish an appraisal and 
eligibility statement (FHA Form 3303) on the estimated total replacement cost, 
the maximum allowable insurable mortgage, and the maximum allowable rental 
schedule. In A. and E. negotiations, the amount of fee in each case will be 
determined in accordance with the normal procedure of the respective service 
for such negotiations. The contracts entered into with the A. and E. will be 
on the standard forms of the respective services with such modifications as may 
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be desirable under these procedures and including substantially the following 
provisions: 
Housing project at ‘ es ; .-------. consisting of 
oe .. family units as follows: 


Number of bedrooms Average maximum gross rent 
| 


Number of units ; ‘ 
per unit per unit 


The project shall be designed to qualify under title VIII of the National 
Housing Act as amended, at the average maximum gross rents specified for 
mortgage insurance in an amount not to exceed 90 percent of the FHA 
estimated total replacement cost, and to this end the A. and E. shall at all 
times consult with the local office of the FHA to coordinate and comply 
with its construction and fiseal policies, criteria and standards. Maximum 
gross rent is defined to include all charges for the dwelling, utilities, equip- 
ment and services. It is understood by the A. and E. that upon approval 
of the final plans and specifications, the Government intends to submit 
them to the FHA for an appraisal and eligibility statement. In the event 
that such appraisal and eligibility statement does not qualify the project 
as designed for mortgage insurance within the maximum gross rents specified 
herein or in the event it appears from such statement that the project as 
designed may be materially improved within the maximum gross rents 
specified herein and still qualify for mortgage insurance, the A. and E., 

without additional cost to the Government shall make such changes in the 
final plans and specifications as may be necessary to qualify the project as 
designed for. mortgage insurance, or to provide the maximum housing 
possible within such rents. 
The contract shall also include a provision permitting the use of the plans and 
specifications for other housing projects without additional compensation to the 
A.and E. The contracts may provide for either the development and preparation 
of original plans and specifications by the A. and E., or for adaptation of Govern- 
ment-furnished plans and specifications. 

d. The Chief of Engineers and the Chief, Bureau of Yards and Docks, will 
establish field liaison procedures to insure exchange of information pertinent to 
negotiation of A. and E. contracts in localities of common interest. To the extent 
feasible, standard plans or plans of projects previously developed will be utilized. 
In order to obtain construction at the earliest possible date, the Secretaries of 
the Army and Air Force will delegate final approval of A. and E. contracts for 
title VIII housing projects to the Chief of Engineers, and a similar delegation 
will be made by the Secretary of the Navy to the Chief, Bureau of Yards and 
Docks. Procedures normal to private practice, in regard to specifying the use of 
proprietary items or equal and types of construction acceptable to FHA, will be 
followed by the A. and E. in the development of project plans and specifications. 

e. Contact between the A. and E., military field office, and the FHA insuring 
office which will furnish detailed advice, counsel and guidance during this phase, 
will be continuous during the preparation of plans, specifications, and other data 
required for FHA commitment to insure maximum housing within the prescribed 
rental. During the initial meeting between the A. and E., the military field office, 
and the FHA insuring office, a request for appraisal and eligibility statement 
(FHA Form 3302) will be submitted. 

f. When plans, specifications, and other data required by FHA are complete 
and cost estimates and insurable limits have been arrived at, the FHA will convey 
to the military field office an appraisal and eligibility statement including state- 
ments of maximum average rental, maximum insurable mortgage, and maximum 
replacement cost. Simultaneously, the local FHA insuring office will send copies 
of the appraisal and eligibility statement to the FHA Comptroller in Washington 
who will bill the service concerned at the Washington level and at the rate of 
$1.50 per $1,000 of the amount of the insurable mortgage. This amount will be 
refunded to the service by the FHA after the selected sponsor has been given an 
FHA commitment to insure and after his commitment fee has been deposited 
with the FHA. 
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— 


3. Invitation for proposal.—a. When a satisfactory appraisal and eligibility 
statement has been obtained from the FHA, the military field office will invite 
proposals from interested sponsors. The invitation will state the following but 
not be limited thereto: : F . : 

a-1. That proposals shall include submittal of FHA Form 2013-W completed 
in detail except for page 1. 

a-2. That the approved rental schedule will be based upon a net return not 
exceeding 614 percent of the sponsor’s estimated replacement cost or the FHA 
estimate of replacement cost, whichever is the lesser. By “net return” is meant 
the amount after the provision for payment of all operating expenses, reserves 
and taxes, and vacancy allowance, but before payment of debt service. 

a-3. That the maximum approved amount of insurable mortgage will in no 
event exceed 90 percent of the sponsor’s total estimated replacement cost stipu- 
lated in his proposal. : 

a—4. That the FHA will require escrow deposits or other satisfactory assurance 
of the mortgagor’s ability to complete the project, determined on the basis of 
the amount required to meet the difference between the mortgage amount and the 
FHA estimate of replacement cost or the mortgagor’s estimate of replacement 
cost stipulated in his proposal, whichever is greater. Additional escrows will b, 
required to cover offsite requirements and to provide initial working capital in 
the amount of 11 percent of the mortgage. 

a—5. That the sponsor selected will be required to reimburse the Government 
for the use of the A. and FE. plans and specifications an amount equal to the amount 
paid by the Government for A. and E. services incident to development of the 
project, and further will be required to pay the usual processing fees to FHA, 

a—6. That the proposal of a sponsor which provides desired housing at the lowest 
bid replacement cost (total estimated requirements, FHA Form 2013—W) will be 
selected. The sponsor selected will complete his arrangements with the military 
field office for obtaining any lease, utilities sales contracts, or other written con- 
tracts involved in the project, will make arrangement for mortgage financing and 
submit to the FHA through the mortgagee, the required application for mortgage 
insurance with all of the required exhibits attached, including the proposed rent 
schedule and the certificate of the respective Secretary as to the need for the 
housing. 

a- 7. That the sponsor will submit with his proposal the name and business 
adcress of his principal contractor and the management firm. Any change in 
principal contractor or management firm will be subject to prior approval of FHA 
and the using service. 

a-8. The appraisal and eligibility statement information obtained from FHA, 
including the FHA estimated total replacement cost, the maximum allowable 
insurable mortgage, the maximum allowable rental schedule, the percentage of 
assumed vacancies, the amount of total operating expense and reserves for replace- 
ments per room per year included in the FHA maximum allowable rent, the esti- 
mate of real estate taxes (where applicable) and the equipment and services in- 
cluded in the rent will be made available to sponsor. Sponsors will be advised 
that this information is made available in order that they may know the factors 
which enter into the preparation and evaluation of proposals. 

b. Copies of uniform land lease and utilities sales contract forms will be fur- 
nished to sponsors with the invitation for proposals. 

;. Selection of sponsor.—a. The military field office will select the proposal which 
provides the desired housing at the lowest bid replacement cost, and will request 
certification to the FHA by the service Secretary concerned. 

b. The sponsor selected will be furnished the certification of need for military 
housing (FHA Form 3301) and will file his completed application for mortgage 
insurance on FHA Form 2013-W with the FHA insuring office, at which time 
the qualifications of the mortgagor will be examined. 

c. If the sponsor so selected is not qualified, the military field office will be so 
advised by the FHA, and the sponsor submitting the next higher proposal will 
file his application for mortgage insurance as outlined in step (b) above. The 
same procedure will be followed, if necessary, with other sponsors in order. 

d. Inspection of construction will be made by FHA in accordance with its 
normal procedures, and advances of mortgage proceeds during construction will 
be based on percentages of completion shown by these inspections. 

e. The FHA will authorize the inclusion of a sufficient amount in the initial 
release of mortgage proceeds to permit the sponsor to reimburse the military 
services for A & E costs incurred by the Government. 

f. Reimbursement will be made to the appropriation which was the source 
of funds advanced to FHA and the A & E by the military services. 
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5. Lease.—a. A uniform lease form will be used by the repective services for 
purposes of title VIII housing as a basis for negotiation in accordance with attach- 
ment (2) herewith. 

6. Utilities sales contracts.—a. A uniform utilities sales contract form will 
be used by the respective services for purposes of title VIII housing as a basis 
for negotiation in accordance with attachment (3) herewith. 

7. Funds.—a. The Secretary of Defense will approve requests for apportion- 
ment of funds from public works appropriations to cover the costs of A. & E 
services, payment of the FHA appraisal and eligibility statement processing fee 
and the cost of procuring options from private parties for acquisition of land for 
off-installation sites intended for title VIII rental housing. 

8. Reports.—a. Progress records of projects under this program will be fur- 
nished to the Office of the Comptroller by the services for the following actions: 

(1) Directive to OCE or to BuDocks to proceed. 
(2) Selection and name of A&E contractor and fee. 
(3) Application to FHA for Appraisal and Eligibility Statement. 
(4) Appraisal and Eligibility Statement by FHA (amount and date 
(5) Solicitation of proposals. 
(6) Selection, amount of proposal, name of sponsor and certification to 
FHA. 
(7) Amount of FHA firm commitment. 
(8) Initiation of construction. 
(9) Availability for occupancy. 

9. FHA, Office of Comptroller relationships.—a. Contacts between any service 
and the Washington office of FHA will be made through the Office of the Comp 
troller, OSD. 

10. The procedures stated herein will be followed in selection of sponsors on 
private sites as well as for projects on Government sites. Detailed instructions 
concerning the procedures to be followed in optioning land will be issued at a 
later date. 

11. The Commissioner of the FHA is in agreement with these instructions, and 
will issue appropriate directives to FHA field offices accordingly. 





AMENDMENTS TO DEPARTMENT OF DEFENSE INSTRUCTIONS FOR THE SELECTION 
OF SPONSORS AND PROCESSING OF PROJECTS UNpER TitLteE VIII oF THE 
NaTioONAL Houstna Act (as AMENDED), Datrep Aprit 27, 1950, Waticu 
WERE AN ENCLOSURE TO THE May 1, 1950, DirectTIVE oF THE ASSISTANT 
SECRETARY OF DEFENSE (COMPTROLLER) TO THE SERVICE SECRETARIES 


Paragraph 3 a—1. Change the period at the end of this section to a comma and 
add the following: “and FHA Form 2417 completed in detail for each principal 
in the proposed mortgagor corporation; a statement of experience in this type of 
housing venture from the proposed principals of the mortgagor corporation and 
the proposed construction contractor and management agents; statements of the 
proposed construction contractor and management agents acknowledging their 
participation in this proposal; and an affidavit from each principal in the proposed 
mortgagor corporation that he is not participating in more than one proposal 
under this invitation.” 

Paragraph 3 a-—2. Between the first second sentences insert the following: 
“Further, the maximum average rental shall not exceed that approved by the 
services for each project.” 

Paragraph 3 a-—6. Following the parenthesis in the first sentence insert the 
following: ‘“‘who is deemed acceptable for mortgage insurance processing”’ 

Paragraph 3 a—7. Delete the first sentence. 

Paragraph 4 a. Delete the entire paragraph and insert the following: ‘‘4 a. The 
military field office will select the proposal of a sponsor who will provide the desired 
housing at the lowest bid replacement cost and who is deemed acceptable for 
mortgage insurance processing. Clearance as to acceptability for processing will 
be given by the FHA insuring office upon request from the military field office. 
In the event that clearance is not given, the FHA insuring office will furnish the 
military field office with a written statement to that effect, and the military field 
office will advise the sponsor accordingly. The military field office will then re- 
quest certification to the FHA by the Service Secretary concerned of the lowest 
bidder to obtain clearance’’. 

Paragraph 4 b. Delete the last word “examined” and substitute therefor the 
word ‘‘determined”’. 

Paragraph 4 c. Near the end of the first sentence, delete ‘‘step (b)’’ and substi- 
tute therefor ‘‘steps (a) and (b)’’. 
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FEDERAL HovusInc ADMINISTRATION 


Washington 25, D. C. 
Title VIII 
May 12, 1950 Military Housing 
Letter No. 4 
To: Directors of all field offices 
Subject: Revised policy and procedure under title VIII of the National Housing 
Act. 

Attached hereto is a copy of Public Law 498—S1st Congress, approved May 2, 
1950, which amends Title VIII of the National Housing Act. This amendment 
to Title VIII was made in order to accelerate the Military Housing program. Set 
forth herein below are such changes in procedure and policy as are deemed neces- 
sary to comply with this amendment. 

By agreement between the Department of Defense and the Federal Housing 
Administration close cooperation and coordination will be maintained at all times. 

Under the new policy and procedure, the respective Military services will 
determine the number of dwelling units needed at any one Military installation 
During this period, the Military will consult with the insuring office with juris- 
diction in order to ascertain the number of rental units available for occupancy 
and the number of rental units proposed for construction in the area that would 
serve the installation. The insuring office shall furnish the above information 
and such other advice and counsel as may be desired by the Military at that time. 
The services of a Housing Market Analyst will generally be available, on request, 
to assist in the preparation of whatever surveys or analyses may be needed. In 
the event there is a disagreement between the insuring office and representatives 
of the Military establishment as to the availability of housing, the matter will be 
referred to the respective Washington headquarters for resolution. 

When the Military and the FHA have agreed upon a definite number of rental 
units needed to serve the particular installation, the Military will enter into a 
contract with an architect. Upon request from the Military, if the insuring 
office with jurisdiction has knowledge of architects with experience in FHA rental 
housing, the insuring office will furnish a complete list of such architects to the 
Military. 

A‘ter the Military has selected an architect in accordance with the preceding 
par:.graph it will submit in triplicate to the local insuring office FHA Form 3302, 
Request for Appraisal and Eligibility Statement. The original and one copy of 
FHA Form 3302 shall be retained for the Washington and Field office dockets, 
respectively. One copy of this form shall be forwarded to the Assistant Com- 
missioner, Rental Nousing and Property Management. 

Immediately upon receipt of FHA Form 3302, Request for Appraisal and Fli- 
gibility Statement, the insuring office shall submit in duplicate to this office 
FH-2la, Request for Determination of Prevailing Wages. The form shall be 
dated as of the date that it is submitted to this office and shall be numbered 
in accordance with the procedure set forth below. It will be necessary for the 
insuring office to fill in only the blank spaces disclosing the type of buildings, 
type of construction, number of family units, and the location of the proposed 
project. The FH-2la need not be signed. Based upon the request for deter- 
mination of prevailing wages, the Department of Labor will furnish an estimate 
of prevailing wages listing necessary classifications and the hourly wage rate 
applicable thereto for constructing the type of project described. You are 
cautioned that at this time the Department of Labor will make only an estimate 
of prevailing wages and not a predetermination of prevailing wages. This esti- 
mate of prevailing wages is necessary since, in arriving at the total estimate 
of replacement cost of the property, the cost of labor necessary to construct 
the project must be based upon the estimate of prevailing wages, as determined 
by the Secretary of Labor, for the specific project. 

Upon receipt of FHA Form 3302, the insuring office will furnish detailed advice, 
counsel, and guidance to the military and the architect while the plans, speci- 
fications, and other data are being developed. During this period contacts 
between the architect representing the military and the FHA will be practically 
continuous and the insuring office will afford full cooperation with both the archi- 
tect and the Military field office. During the development of plans and specifi- 
cations by the architect, the insuring office will furnish such cost information as 
may be necessary in connection therewith. As soon as the plans and specifications 
have been completed the insuring office will make an estimate of the total replace- 
ment cost of the property and other appraisal data. Every effort shall be made, 








NOMINATION OF NORMAN P. MASON 65 


in cooperation with the architect, to develop a rental project with a replacement 
cost that will permit a rent not in excess of the figure established by the Military. 

In arriving at the estimated net income, after operating expenses and taxes, 
it has been determined that in noncompetitive areas, at the discretion of the 
Director with jurisdiction, an occupancy ratio not exceeding 97% may be used 
rather than 93% as heretofore. 

In arriving at the total estimate of replacement cost, the fee allowed for the 
architect shall be the exact amount set forth in the architect’s contract. A 
copy of the architect’s contract will be furnished to the insuring office by the 
Military field office along with FHA Form 3302. 

After the detailed plans and specifications have been completed by the archi- 
tect for the Military service and the total estimate of replacement cost has been 
determined by the insuring office, FHA Form 3303, Appraisal and Eligibility 
Statement, will be issued to the Military showing the maximum insurable mort- 
gage, the total estimated replacement cost, and the maximum average monthly 
rent. FHA Form 3303 shall be prepared in quintuple. The original and one 
copy shall be transmitted to the Military field office involved, one copy shall be 
retained for the field office docket, one copy for the Washington docket, and 
one copy shall be forwarded to the Assistant Commissioner, Rental Housing and 
Property Management. As stated in the note on FHA Form 3303, a copy of the 
estimate of prevailing wages shall be attached thereto. This copy of the esti- 
mate of prevailing wages is for the information of prospective sponsors in order 
that they may know the wage rates which were used in estimating the cost of 
labor going into the construction of the proposed project. 

FHA Form 3303 shall be for a term of not more than 90 days. The term of 
the statement may be extended for additional 30-day periods. Letters extending 
the term of a 3303 shall be distributed in the same manner as the statement. 

Upon delivery of FHA Form 3303, there will be due and payable from the 
Military to the FHA a fee calculated at the rate of $1.50 for each one thousand 
dollars of the amount of the maximum insurable mortgage stated therein. The 
Comptroller for FHA will bill the Military for the amount due. If, as a result 
of the issuance of FHA Form 3303, an Application for Mortgage Insuarance is 
subsequently received from an approved mortgagee and the Commissioner 
receives as earned the full established application and commitment fees from 
the mortgagee, the Comptroller will refund to the Military the amount previously 
received in connection with the issuance of FHA Form 3303. 

When the Appraisal and Eligibility Statement is received by the Military, 


based upon the information set forth therein and upon the c»mpleted detailed 
working drawings and specifications, the Military will prepare bid documents 
and invite proposals from interested prospective sponsors. The Military field 


office will select the sponsor whose proposal provides the desired housing at the 
lowest bid replacement cost. The bid documents will require that the successful 
sponsor construct the project for an amount not in excess of FHA total estimate 
of replacement cost. The approved rental schedule will be based upon a net 
return not exceeding 614% of the sponsor’s estimated replacement cost of the 
FHA estimate of the replacement cost, whichever is the lesser. The maximum 
insurable mortgage may in no event exceed 90% of the sponsor’s total estimate 
of replacement cost stipulated in his proposal. 

The Military establishment concerned will furnish the local insuring office with 
FHA Form 3301, Certification of Need for Military Housing, which will identify 
the sponsor selected. The sponsor selected will then file through an approved 
mortgagee a completed FHA Form 2013-W, Application for Mortgage Insurance, 
along with the usual application fee of $1.50 per thousand of the amount applied 
for. The sponsor selected shall indicate on FHA Form 2013-—W the name of his 
principal contractor and his management firm. At this time the qualifications of 
the mortgagor will be examined in the usual manner. If the sponsor selected in 
accordance with the preceding paragraph is not qualified, the application shall be 
rejected and the application fee received shall be refunded. The Military field 
office will be advised of this action and the bidder who submitted the next lowest 
bid replacement cost will be selected and the same procedure disclosed above will 
be followed by filing new FHA. Forms 3301 and 2013-—W, along with the required 
application fees, without any change in the project number assigned. 

After the Application for Mortgage Insurance has been accepted by this 
Administration there may be no change in the principal contractor or the manage- 
ment firm without the prior approval of the FHA and the Military establishment 
involved. 
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Upon receipt of FHA Form 2013—W the sponsor will be required to submit 
Form FH-2la. The predetermination of prevailing wages received from the 
Secretary of Labor as a result of the sponsor’s submission of FH—21a will establish 
the minimum wages to be paid to all laborers and mechanics employed in the 
construction of the proposed project. It is important to note that in the event the 
predetermination of prevailing wages, which is received as a result of the sponsor’s 
request, is either greater or less than the estimated wage rates previously received 
from the Department of Labor, the Director may, in his discretion, make appro- 
priate adjustments in the maximum insurable mortgage, total estimate of replace- 
ment cost, and maximura average monthly rent. 

A uniform land lease and utility sales contract have been developed which will 
be used by all three of the Military services. Any modifications thereto must be 
approved by this office. 

FHA Forms 3302 and 3303 and all other forms received and used in connection 
with Title VIII rental housing projects shall be numbered in accordance with the 
instructions for numbering as set forth in Title VIII Military Housing Letter No. 
1, except that those forms which are received and used in connection with the 
procedure established herein shall not only include the regular project number 
to be assigned, but in addition thereto shall include a designation to indicate 
the Military service which in involved (Army, Navy, or Air) followed by the 
numeral 1 for the first project received pursuant to this procedure. For example: 
If in the State of Alabama they have to date received one application pursuant 
to Title VIII and the next application that they receive is from the Air Force, the 
project number will be 062-80002—Air—1. 

Attached hereto are copies of FHA Forms 3302 and 3303. A bulk supply of 
these forms will be shipped under separate cover and additional supplies may 
be obtained in the usual manner. Also attached is a copy of the Department of 
Defense’s instructions for the selection of sponsors and processing of the project 
under Title VIII which the Department of Defense is distributing to its field 
offices. The latter attachement is forwarded for your information only. 

Detailed underwriting and fiscal instructions from the Underwriting Division 
and Comptroller’s Division, respectively, will be distributed to all field offices. 

The instructions for processing Military housing projects as set forth in Military 
Housing Letters No. 1 through 3 remain in full force and effect except as modified 
herein. 

Very truly yours, 
CrypvE L. Powe .., Assistant Commissioner. 


Commissioner’s Clearance No. 1820 


FEDERAL HOUSING ADMINISTRATION 
REQUEST FOR APPRAISAL AND ELIGIBILITY STATEMENT 
For Military Housing Insurance 
Under Title VIII of the National Housing Act 
(To be submitted in triplicate) 


To FeperRAL Houstna CoMMISSIONER: 

This request for an appraisal and eligibility statement is made in connection 
with a proposed Military Housing project, the location and description of which 
is set forth below: 


Number of family units___._... Average monthly rent per family unit____._---- 


It is understood that the appraisal and eligibility statement to be issued by 
the Federal Housing Administration pursuant to this request will be based upon 
plans and specifications to be developed by our Architect and Engineer. The 
plans and specifications will be completed in sufficient detail for the Federal 
Housing Administration to furnish an appraisal and eligibility statement showing 
the maximum insurable mortgage, total estimate of replacement cost of the 
property and average monthly rent per family unit. 








__ 
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Attached hereto is a copy of the contract between the Military and the Archi- 
tect and Engineer. 


Name of Installation 


Location of Installation 


3 a 
Title 
.19 


FHA Project No 
FEDERAL HOUSING ADMINISTRATION 


APPRAISAL AND ELIGIBILITY STATEMENT 


For Military Housing Insurance 
Under Title VIII of the National Housing Act 
To - 


Pursuant to your request, dated 19 , this Administration 
has considered the plans and specifications developed in connection with the 
proposed Military Housing Project described in Schedule A below. The maxi- 
mum insurable mortgage, FHA total estimate of replacement cost of the property 
and the maximum average rental per unit are indicated in Schedule B. (See 
Note 

This statement is based upon the condition that prior to the expiration date 
of this statement, an application (FHA Form 2013-—W) will be presented to this 
Administration by an approved mortgagee with respect to a loan to be made 
to a borrower satisfactory to the Commissioner. 

This statement shall terminate days from the date hereof unless 
renewed or extended in writing by the Commissioner. 

Federal Housing Commissioner 
19 ; By 


SCHEDULE A 


Name of Military Installation Location 
Number of family units Average monthly rent per family unit 
SCHEDULE B 


*Maximum Insurable Mortgage $ . 
*FHA Total Estimate of replacement cost of the property $ 


*Maximum Average Rent per Unit $ Based upon: 
\—Per cent of assumed vacancies Y% C—Reserve for Replacements 
B—Total Operating Expense per room per year $ 
per room per year- ; ahead D—Total Estimate of Taxes (excluding 
income, capital stock and franchise 
taxes) > 
K—Equipment and Services included 


in rent: (cheek if included 


Kk quipment services 
Ranges (gas or electric } Water (hot or cold 
tefrigerators (gas or electric) Space heat 
Kitchen Exhaust fan ] Janitor service 
Attic Vent fan {] Grounds maintenance 
Laundry facilities ] Other (Specify 


Venetian blinds 
Other (Specify 


*Note: The cost of labor used in the Commissioner’s total estimate of replace- 
ment cost is based upon an estimate of prevailing wages as made by the Secretary 


of Labor, a copy of which is attached. 
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At the time FHA Form 2013-W, Application for Mortgage Insurance, is filed 
with the FHA, the sponsors shall submit Form FH-21la, Request for Determina- 
tion of Prevailing Wages. Pursuant thereto, there will be issued a determina- 
tion of prevailing wages by the Secretary of Labor which will establish the mini- 
mum wages to be paid laborers and mechanics employed in the construction of 
the project. Ifthe latter mentioned wage scale is greater or less than the attached 
estimated wage scale, the FHA may, in its discretion make appropriate adjust- 
ments in the maximum insurable mortgage, total estimate of replacement cost 
and maximum average monthly rent. The above information should be made 
available to prospective sponsors since they will be required to pay not less than 
the prevailing wages as determined by the Secretary of Labor. 





SEPTEMBER 18, 1950. 
Memorandum for: The Secretary of the Army. 
The Secretary of the Navy. 
The Secretary of the Air Force. 

The attached copy of a September 6, 1950, memorandum from the Secretary 
of Defense to the Secretary of the Air Force extends discretionary authority to 
the Secretary of the Air Force for entering into a supplementary agreement with 
the original sponsor of a Wherry housing project at MacDill Air Force Base for 
additional units. 

Hereafter, when similar circumstances develop in connection with the Wherry 
housing operations of any service the Secretary of the service involved is authorized 
to determine whether a project extension should be developed through agreement 
with the original sponsor upon the same terms as were agreed upon to control 
the development of the first part of the project or whether the extension should 
be considered a new project for development under the Department of Defense 
instructions for selection of sponsors and processing of projects under title VIII 
of the National Housing Act (as amended), forwarded to the service secretaries 
by my memorandum of May 1, 1950. 

W. J. McNett. 


SEPTEMBER 6, 1950. 
Memorandum for: The Secretary of the Air Force. 
Subject: Supplementary Public Law 211 Project at MacDill Air Force Base. 

It is understood that need has been established for the provision under Public 
Law 211 of 250 dwelling units at MacDill Air Force Base in Florida, in addition to 
the 550 units already approved for that installation. It is also understood that the 
sponsor selected by you for the provision of the 550 units, whose application for 
mortgage insurance has been approved by the Federal Housing Administration, 
has expressed a willingness to furnish the 250 additional units upon the same terms 
as prescribed and agreed to for the original 550 units. 

In view of the prevailing uncertainty with respect to material and labor costs, 
discretionary authority is hereby extended vou for entering into a supplementary 
agreement with the original sponsor upon the terms indicated in the above para- 
graph. 

Louis JOHNSON. 





OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
DEPARTMENT OF DEFENSE, 
HovsinGc Commission, 
Washington 27, D. C., August 23, 1950. 


Memorandum for the Secretary of Defense. 
Through: Assistant Secretary of Defense McNeil. 
Subject: Supplementary Public Law 211, project at MacDill Air Force Base. 

1. Reference is made to the attached copy of memorandum from the Honorable 
Harold Stuart, Assistant Secretary of the Air Force, to this Commission relative 
to a supplementary housing project proposed for MacDill Air Force Base. 

2. This subject was discussed by the Commission at its last meeting on August 
18, 1950. It was decided that the Commission would recommend that authority 
should be granted by the Secretary of Defense to the Secretaries of the three 
services to negotiate agreements with original sponsors for additional dwelling 
units in the case of projects where sponsors have already been selected and mort- 
gage insurance commitments issued by the Federal Housing Administration undet 
the old procedures for Public Law 211; provided that rental rates for such addi- 
tional units should not exceed rental rates for similar units as prescribed in the 
original agreement. 
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3. It is recommended that authority be granted to the Secretary of the Air 
Force to proceed as set forth in paragraph two above with respect to additional 
dwelling units for MacDill Air Force Base, subject to the amendment to the 
Certificate of Need referred to in the memorandum from Assistant Secretary of 
the Air Force Stuart. Draft of a proposed memorandum to this office is attached. 

By direction: ; 
(Signed) LAWRENCE WESTBROOK, 
Executive Secretary. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, August 22, 1950. 
Memorandum of the Defense Housing Commission 

There are presently under construction at MacDill Air Force Base 550 rental 
units insured under title VIII of the National Housing Act. These units repre- 
sent 50 percent of the housing deficiency found to exist at the base as calculated 
by the formula approved by the Defense Housing Commission. 

Since certification of these 550 units by the Secretary of the Air Force, appro- 
priated funds housing planned for the base to the extent of 96 units has been 
deleted from the public works appropriation bill. In addition, 300 sets of pub- 
lic quarters which are unsatisfactory have been declared inadequate by the 
base commander. 

The commanding officer has authority to make a determination as to adequacy 
and to the effect that quarters are substandard. Inadequate quarters are sub- 
ject to voluntary occupancy only, and if occupied presumption of adequacy is 
conclusive. But if unoccupied, such quarters may be assigned to personnel of 
the lower four grades (who are not entitled to quarters allowance) upon their 
agreement to pay monthly utility charges. This action will, in addition to 
putting our airmen of the upper grades in suitable housing, make available this 
substandard housing to the enlisted personnel of the lower four grades, which 
will materially assist this group of personnel who are not economic renters, and 
for whom the Government makes no provision. 

In order that there can be no question of the propriety of this action we have 
checked to insure that the quarters are indeed substandard. We have also 
formulated a policy to the effect that not only the monthly utilities charges but 
any maintenance charges against these quarters will be borne by the tenants, 
and furthermore that no major repairs or renovations will be made to quarters 
after they have been declared inadequate or substandard. 

Concurrence is requested to amend the certificate of need for military housing 
by the addition of 250 units. This request is based upon 100 percent replace- 
ment of the deleted appropriated fund units and approximately 50 percent of 
the substandard quarters. This increase would amount to about 30 percent 
of the new total of 800 Wherry units, which we still believe to be conservative 
as to requirements and rentable. 

It is requested that the Secretary of Defense authorize the Secretary of the 
Air Force to enter into a negotiation without competition with the sponsor at 
MacDill Air Force Base for 250 additional dwelling units to be constructed and 
operated in accordance with the original proposal. Immediate action is requested 
in order that existing options for material may be exercised. 


Signed by Harotp C. Srvarr. 





ASSISTANT SECRETARY OF DEFENSE, 
COMPTROLLER, 
Washington 25, D. C., July 18, 1951. 


Memorandum for: The Secretary of the Army 
The Secretary of the Navy 
The Secretary of the Air Force 

Reference is made to my memorandum of May 1, 1950 relative to the proce- 
dures to be followed by the services under the National Housing Act (title VIII) 
as amended. 

In order to insure that housing projects can be carried out without undue delay, 
the using services are authorized to negotiate directly without competition on 
projects of 75 units or less where circumstances indicate that the advantages to 
be gained from competition will not be commensurate with the time lost. 

W. J. McNeEt. 
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OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., April 16, 1952. 
Memorandum for the Secretary of the Army. 
the Secretary of the Navy. 
the Secretary of the Air Force. 
Subjects: Department of Defense responsibility for occupancy of on-post title 
VIII housing. 

In certifying the need for title VIII housing, the Department of Defense shares 
in the responsibility and, in addition, has a keen self-interest to achieve maximum 
occupancy. 

To carry out this responsibility, it is requested that the military departments 
take appropriate steps to assure that the projects are operated and managed 
properly, and to lend all reasonable assistance in encouraging and maintaining 
maximum occupancy. 

Tuomas P. Coocan, 
Director, Armed Forces Housing Agency. 


—_——_ 


December 1, 1951 
Number 7150.2 
DEPARTMENT OF DEFENSE DIRECTIVE 


Washington 25, D. C. 
Title: Budget. 
Subtitle: Public works. 
Number: 7150.2—Expenditure of funds for housing projects. 

1. The following policy and procedures are applicable to the expenditure of 
appropriated funds authorized by Publie Law 155, 82d Congress, for land aequisi- 
tion, installation of outside utilities (including both on-site and off-site) and site 
preparation, for housing projects to be constructed under title VIII. The pro- 
cedures herein prescribed are to be integrated with those previously promulgated 
for processing of title VIII projects, as appropriate. 

(a) Definitions.—For purposes of this directive the following definitions apply: 

(1) Off-site area, Government owned, beyond the boundary line of the land 
covered by the lease. On-site area covered by the lease. 

(2) Floor area=the space inside the exterior walls, excluding basement (utility 
room in lieu of basement), attic space, garage, and open porches. 

(3) Site preparation and utilities=removal of existing structures, removal of 
growth, grading and grubbing, installation of sewer, water, electric, and gas lines 
to the 5-foot line of the building, streets, sidewalks, curbs, and gutters, fine grad- 
ing, seeding, sodding, and landscaping. 

2. Acquisition of land.—(a) Where Government-owned land is not available 
for an approved title VIII project, appropriated funds may be expended by the 
service concerned for the acquisition of a suitable site, when the need for such 
land is definitely determined. Such acquisition may be made in the manner 
customarily used by the service for land acquisitions. 

(b) Acquisition of title to the land selected as the site for a title VIII project 
will result in the conversion of such a project to a Government-owned land project 
and the procedures hereinafter set forth for such projects will then be applicable. 

3. Site preparation and/or outside utilities.—(a) Policy.—In general, the policy 
governing the expenditure of appropriated funds for site preparation and/or 
outside utilities, will be to limit the expenditure of funds to that amount which is 
necessary to achieve the construction of satisfactory housing. It is believed that 
this objective will be achieved if appropriated funds are used to make up the 
difference between the maximum insurable mortgage and 90 percent of the FHA 
estimate of total replacement cost or 90 percent of the sponsor’s bid total replace- 
ment cost, whichever is lower, and if the Government undertakes to supply the 
off-site utilities for the project. 

(b) Procedures.—Promptly after the execution of the contract with the selected 
architect-engineer, meetings shall be held among representatives of the military 
field office, the architect-engineer and the FHA insuring office to determine the 
approximate maximum insurable mortgage, the estimated replacement cost of 
the proposed project and the off-site requirements, if any. 

(c) The determination in (b) above will involve a preliminary analysis of num- 
ber and kind of living units required, type of construction, anticipated income, 
operating expenses, utilities costs, taxes, construction costs, ete. The target 
estimated replacement cost (which does not include off-site requirements) will 
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be approximately 111 percent of the estimated maximum insurable mortgage, 
where a 90 percent mortgage is applicable. 

(d) The FHA insuring office, on the basis of rental housing costs in the locality, 
will then determine whether, or to what extent, the type of housing desired can be 
constructed within the target estimated replacement cost. If it is determined by 
the FHA insuring office that the total estimated replacement cost of the project 
will be such that the maximum insurable mortgage will be less than 90 percent of 
such estimated replacement cost, the military service concerned will agree to ear- 
mark funds (not in excess of $1,000 per dwelling unit, nor in excess of the estimated 
cost of construction of items for which appropriated funds may be expended under 
Public Law 155) in an amount sufficient to make up the difference between the 
estimated maximum insurable mortgage and 90 percent of the FHA estimated 
replacement cost. Prior clearance must be obtained from OSD Comptroller to 
expend appropriated funds in excess of $1,000 per dwelling unit. However, in no 
event will appropriated funds be available for projects to achieve areas in excess of 
those in the following table: 


For officers: Square feet 
l-bedroom unit... _--. J itive ies Ee ‘ 700 
2-bedroom unit... ~.-- pobtabiweeee wee Pimdtcmaves +4; 990 
3-bedroom unit ates es ; ‘Gebaoe ‘ awe 1, 160 

For enlisted personnel: 
l-bedroom unit_____ ~~ Dees wiueieie. itealet ase veer 635 
S-pednoorh Mihi. on ct cc ence ep tbe a ch Sake Wace bi oha ies ida oe 890 
Smereens HE. . S eehsseakeud sachs paste ial Shah aad & ake lol ee 


(e) The “earmarking”’ under (d) above will be a tentative action only; the final 
determination as to whether appropriated funds will in fact be required, and the 
amount thereof, will not be made until after the bids are received, as provided 
below 

(f) If off-site utilities are required for the project, the service may agree with 
FHA to provide such off-site utilities or, if the service deems such alternative 
action to be more desirable or appropriate, it may enlarge the area covered by the 
lease to include the land upon which the off-site utilities are to be located. 

(g) After the preliminary determinations in (d) above have been made, the 
architect-engineer will proceed with the preparation of drawings and specifications 
and other data required by FHA, in close collaboration with the military field 
office and the local FHA insuring office, with the objective of designing the maxi- 
mum housing possible within the FHA estimated total replacement cost. When 
preliminary drawings and specifications have been prepared by the architect- 
engineer they will be submitted to the FHA insuring office, at which time the 
FHA will reexamine the feasibility of the project. Any changes necessary to 
assure the feasibility of the project will be incorporated by the architect-engineer 
in the final drawings and specifications. 

(h) When the final drawings and specifications have been completed and sub- 
mitted to the FHA insuring office, the FHA will issue its appraisal and eligibility 
statement in which it will set forth firm estimates of maximum insurable mortgage 
and total replacement cost. If the service concerned has agreed to provide the 
off-site utilities, the appraisal and eligibility statement will contain a note to that 
effect. The FHA will furnish a breakdown of the estimated cost of such improve- 
ments. The FHA will also advise the military field office of the estimated amount 
of appropriated funds per dwelling unit, if any, which will have to be expended by 
the service to effect a relationship of 90 percent between the proceeds which will 
be available for financing construction (i. e., maximum insurable mortgage plus 
appropriated funds) and the FHA estimated total replacement cost. 

(t) Upon receipt of the appraisal and eligibility statement, the service concerned 
will appraise the performance of the architect-engineer. If, in the opinion of the 
service, the architect-engineer has materially exceeded the original target replace- 
ment cost, the service may require the A. and E. to revise the plans and specifications 
to reduce the estimated replacement cost of the project rather than increase the 
amount of appropriated funds originally earmarked for the project. If, however, 
it is believed by the service that the A. and E. has done a competent and professional 
job in the preparation of the plans and specifications and that the original target 
replacement cost figure was exceeded because of factors beyond the control of the A. 
and E., the service may increase the amount of appropriated funds per dwelling unit 
originally earmarked (but not beyond the $1,000 limitation, except with prior 
clearance from OSD Comptroller) in order to meet the increased cost. In some 
cases it may be deemed advisable by the service to combine both actions, i. e., to 
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make some revision in the design of the project to achieve a reduction in cost and 
to make some increase in the amount of appropriated funds over that originally 
earmarked. 

(j) After the foregoing steps have been taken, the military field office will 
invite proposals from interested sponsors. The invitation for proposals will 
advise bidders: 

(1) that the Government is prepared to expand appropriated funds to 
supplement the insured mortgage proceeds for defraying the cost (or a 
portion thereof) of certain site preparation and/or on-site utilities work; 
provided, however, that in no event will such appropriated funds exceed the 
difference between: (a) the amount of the insured mortgage and (b) 90 per- 
cent of the total replacement cost bid by the successful sponsor or the FH A’s 
estimated total replacement cost, whichever is the lower, 

(2) that if the expenditure of appropriated funds is necessary under (1), 
the sponsor selected will be required, if the service so selects, to enter into a 
construction contract with the service for the performance of such site prepa- 
ration and/or utilities work as the service may specify, or a price equal to 
the amount of the appropriated funds to be expended by the Service; such 
contract to be in the form generally used by the service for construction work ; 

(3) that the Government will provide the off-site improvements (if the 
service has so agreed with FHA). 

(k) At the time the selected sponsor is completing his arrangements for mortgage 
financing and FHA insurance, the service will enter into contractual arrangements 
with him for the performance of the site preparation and/or utilities work, if any, 
required under the foregoing procedures. The service will arrange to have the 
FHA inspect the work to be done by the s onsor for which appropriated funds 
are to be expended; such insvection to be carried on contemporaneously with the 
FHA’s insvection of the remainder of the project work. Progress payments for 
the work covered by Government contract will be made monthly by the service to 
the sponsor in proportion to the nercentage of sueh work completed and/or 
materials on site, in accordance with established FHA procedure which provides 
for a 10 percent hold-back until 30 Cavs after acceptable comrletion of the work. 

(1) If the maximum rentals nermitted to be charged by the sronsor for the 
project are determined on the basis of ‘‘net return’’, sich return shall not inelude a 
return upon that part of the project cost which is financed by the exrendciture of 
appropriated funds. However, allowance may be made for operating expenses, 
replacement reserve and maintenance attributable to that part of the project 
work financed from anvropriated funds. 

4. Projects on privately-owned land.—Appropriated funds will not be expended 
in any case involving privately-owned sites, where titles to the land will remain in 
the sponsor. 

5. To the maximum extent practicable the principles in the foregoing instrue- 
tions will be utilized for projects which can be negotiated, under existing regula- 
tions, or for extensions to existing projects. 

W. J. McNEIL, 


Assistant Secretary of Defense (Comptroller). 


FEBRUARY 27, 1952. 


Memorandum for members of the family housing council, Armed Forces Housing 
Agency 

Subject: Uniform Liquidated Damage Clause 

1. Attached hereto is a uniform liquidated damage clause which has been 
concurred in by the three military departments. 

2. It is requested that the necessary steps be taken to implement the use of 
the subject clause in Wherry housing projects. 

; Tuomas F, Coogan, 
Director, Armed Forces Housing Agency. 


Each prospective sponsor will be required to submit with his proposal a certified 
check in the amount of 2 percent of the FHA estimated replacement cost but not 
to exceed $25,000, nor less than $5,000, payable to the Treasurer of the United 
States, to insure that, if selected by the Department of the Army as sponsor, he 
will effect a “closing” with the FHA for mortgage insurance within 90 days from 
the date of the receipt by him of the ‘‘Certification of Need for Military Housing’”’ 
(FHA Form 3301). In the event that the successful sponsor fails to effect a 
“closing’’ with the FHA for mortgage insurance within such 90-day period, his 
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deposit will be forfeited and become the property of the Government, as liquidated 
damages, unless the Department of the Army finds that the selected sponsor’s 
failure to effect such closing was due to reasons beyond his control, and that he 
had made every effort to effect such closing. If the sponsor selected effects a 
closing with the FHA within the above period, the amount of his deposit will be 
refunded to him at the final closing with the FHA. The deposits made by un- 
successful sponsors will be returned to them when the selected sponsor receives 
the ‘‘Certification of Need for Military Housing’ from the Department of the 
Army, or, in any event, not later than 90 days after the opening of proposals. 
Prospective sponsors are advised that failure to submit the certified check in the 
required amount with a proposal will render such proposal defective, and will be 
cause for the rejection thereof. 


13 August 1953 


NUMBER 5131.1 
DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Responsibilities of the Assistant Secretary of Defense (Properties and 
Installations) 

Pursuant to the authority vested in me by the National Security Act of 1947, as 
amended, and by Reorganization Plan No. 6 of 1953, the .\ssistant Secretary of 
Defense (Properties and Installations) established by Department of Defense 
directive 5105.1 dated June 30, 1953, shall, in addition to such responsibilities as 
may be hereafter assigned, have the following responsibilities: 

1. Providing advice and assistance to the Secretary of Defense and his staff on 
matters pertaining to properties and installations. 

2. Developing policies and procedures for the Department of Defense in the 
broad fields of real estate acquisition, utilization, and disposal; construction; real 
property maintenance and management; and family housing. These responsi- 
bilities sha!l extend but be not limited to industrial production facilities, lands, 
housing, buildings, ports, bases, and all other installations which may come under 
the Department’s supervision. 

3. Initiating whatever action is necessary to insure the development of sound 
construction programs under appropriated and nonappropriated funds in the 
military departments including the need therefor, and the development of ade- 
quate information to substantiate such programs. Such actions may include but 
shall not be limited to the following: 

a. Developing such uniform design criteria and construction standards for appli- 
cation by the military departments in various public works construction programs 
as may be determined to be in the interest of economy and effective utilization. 

b. Providing basic instructions and planning assumptions for the preparation 
and submission of public works construction programs by the military depart- 
ments. 

c. Reviewing and integrating public works construction programs of the mili- 
tary departments to assure that they are fully justified as to need in relation to 
strategic requirements, effective as to intended purpose and economical as to cost, 
type of building and location. 

d. Recommending public works construction programs for the Department of 
Defense. 

e. Making such post-authorization and post-appropriation determinations, 
including approval of reprograming and recommending apportionment, as may 
be required to permit the orderly and efficient accomplishment of the programs. 

f. Determining, after consultation with the Assistant Secretary of Defense 
(Comptroller), that emergency construction as provided under section 612 of the 
Department of Defense Appropriations Act for 1954 is urgently required in the 
interest of national defense. 

4. Reviewing the real property requirements of the military departments as to 
need. 

5. Developing policies and criteria governing the acquisition, expansion, or 
restoration of real properties by the military departments to meet requirements 
other than by new construction, including the determination of the reasonableness 
of cost thereof. 

6. Developing policies and criteria to assure that real property acquired on a 
loan or lease basis from states, municipalities or private enterprise is acquired at 
reasonable prices, and is utilized and maintained in the most economical manner. 
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7. Developing policies and criteria governing the sale or lease of Government- 
owned property under the control of the Department of Defense to private enter- 
prise or local governments, including provisions for appropriate recapture or 
security clauses and proper maintenance by leasees. 

8. Developing uniform plans and policies for the provision and administration 
of family housing of the services, both for the Zone of the Interior and overseas. 

9. Developing design standards and cost criteria for family housing, both 
permanent and temporary. 

10. Developing procedures for the procurement of family housing. 

11. Developing criteria for obtaining requirements for family housing from the 
services; review, approve, and assemble these requirements into a single program; 
and, through normal legislative channels, support the introduction and justifica- 
tion of necessary legislation to expeditiously provide family housing in accordance 
with the approved requirements. 

12. Conducting continuing studies of family housing conditions and require- 
ments and associated matters and report the results thereof and action thereon to 
the Secretary of Defense. 

13. Providing for the maintenance of adequate records of inventory by the 
military departments of real properties, installations, and family-housing facilities 
which are authorized, under construction, and in existence. 

14. Coordinating, as required, the activities of the military departments in the 
field of properties and installations to eliminate unnecessary duplication of effort 
and expenditure. 

15. Representing the Department of Defense with other governmental, non- 
governmental, and international organizations on properties and installations 
matters of mutual interest or responsibility. 

16. Participation with the Assistant Secretary of Defense (Supply and Logistics) 
in the formulation of construction programs for industrial and commerial 
activities when determinations have been made as to the need for such facilities. 

17. Collaborating with the Assistant Secretary of Defense (Supply and 
Logistics) in: 

a. Approving such changes as may be proposed in the status or control of 
industrial or commercial-type facilities, and 

b. Administering the responsibilities of the Secretary of Defense with 
respect to the reserve of plants provided for in the National Industrial 
Reserve Act of 1948 (Public Law 883, 80th Cong.). 

The Assistant Secretary of Defense (Properties and Installations) is hereby 
delegated the authority to obtain such reports and information from the military 
departments as are necessary to carry out his responsibilities and is authorized to 
request the military departments to issue the necessary directives to obtain such 
reports and information. 

In the performance of these functions, the Assistant Secretary of Defense 
(Properties and Installations) will, to the extent practicable, utilize the advice, 
assistance, and appropriate facilities of the military departments. Such utiliza- 
tion shall not, however, be so construed or so utilized as to cireumvent the estab- 
lished command channels through the Secretaries of the military departments for 
the formal communication of approved policies, plans, or other directives. 

Directives recommended by the Assistant Secretary of Defense (Properties and 
Installations) which intend to change established policies or procedures will be 
signed by the Secretary or Deputy Secretary of Defense and their implementa- 
tion will be accomplished by the Secretaries of the military departments or their 
designated agents. 

Department of Defense directives 5131.1, Director of Installations, dated Sep- 
tember 20, 1952, and 5131.2, Armed Forces Housing Agency, dated September 25, 
1952, are rescinded and all other directives or memoranda or parts thereof, to the 
extent they are inconsistent with the provisions of this directive, are modified 
accordingly or rescinded, as appropriate. 

C. E. Witson, Secretary of Defense. 
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November 12, 1953 
No. 4165.10 
DEPARTMENT OF DEFENSE DIRECTIVE 


Responsibility for coordination and development of family housing projects under 
title VIII of the National Housing Act, as amended 


Reference (a) Memorandum of May 1, 1950, as amended, from Office of the 
Assistant Secretary of Defense (Comptroller) to Secretaries of the military 
departments transmitting Department of Defense instructions, dated April 
27, 1950, for selection of sponsors and processing of projects under title VIII 
(Wherry Act) of the National Housing Act, as amended. 


I, PURPOSE 


The purpose of this directive is (a) to amend Department of Defense instruc- 
tions dated April 27, 1950 (reference (a)) and to establish the respective responsi- 
bilities of the Secretary of the Air Force and the Chief of Engineers, Department 
of the Army, in developing title VIII family housing projects, and (b) to provide 
adequate justification for proper review and approval of title VIII housing projects. 


Il. AUTHORITY 


The responsibility for assuring the development of sound construction programs 
and adequate information to substantiate such programs has been vested in the 
Assistant Secretary of Defense (Properties and Installations) by Department of 
Defense Directive No. 5131.1, dated August 13, 1953. 


III. DIRECTIVE AMENDED 


(a) Section la, requirements of reference (a) is hereby amended to provide that 
functions and responsibilities for coordination and Office of the Secretary of 
Defense approval of service plans to develop title VIII projects, vested in the 
Office of the Comptroller, Office of the Secretary of Defense, are hereby transferred 
to the Assistant Secretary of Defense (Properties and Installations). 

(b) Section 1b, requirements of reference (a) is further amended to designate 
the Secretary of the Air Force, or such officer of the Department of the Air 
Force as he may designate, to develop and process title VIII housing projects 
for the Air Force. The Secretary of the Air Force will have responsibility for 
the development of all basic data for such projects and he (or his designee) will 
negotiate architect-engineer contracts to develop plans, specifications and other 
data for any such proposed project, including site and utilities information, in 
sufficient detail for the Federal Housing Administration to furnish an appraisal 
and eligibility statement (FHA Form 3303) of the estimated total replacement 
cost, the maximum allowable insured mortgage, and the maximum allowable 
rental schedules. 

IV. REVIEW OF TITLE VIII PROJECTS 


Coordination by the Assistant Secretary of Defense (Properties and Installa- 
tions) will be evidence of Secretary of Defense approval of the service plans to 
develop a specific title VIII project. In future cases, DD Form 262, upon which 
coordination is effected, shall be accompanied by supporting data and Jjustifica- 
tion sufficient for a proper review and determination. 


V. RELATIONSHIP 


The Chief of Engineers is relieved of the responsibilities under the April 27, 
1950 instructions (reference (a)) which are concerned with title VIII housing 
projects for the Air Force. The directive of the Secretary of Defense, dated 
August 15, 1949, on the subject of implementation of Public Law 211 and those 
parts of the instructions in reference (a), relating to project coordination and to 
the responsibility of the Chief of Engineers in developing approved projects for 
the Air Force, are hereby superseded and canceled. 

C. E. Witson, Secretary of Defense. 
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No. 4165.12 
Date: March 8, 1954 


DEPARTMENT OF DEFENSE INSTRUCTION 
Subject: Prior approval for real property actions. 
I. PURPOSE 


It is the purpose of this instruction to establish uniform procedures for obtaining 
prior approval from the Office, Assistant Secretary of Defense (Properties and 
Installations) for the acquisition and disposal of real property. 


II. CANCELATION 


A. Memorandums from the Assistant Secretary of Defense (Properties and In- 
stallations) to the three military departments dated September 4, 1953, subject: 
Congressional Clearance for Real Estate Actions, are canceled. 

B. Paragraph 2. c. of memorandums from the Assistant Secretary or Defense 
(Properties and Installations) to the three military departments dated December 
19, 1953, subject: Space Acquired From the Public Buildings Service, General 
Services Administration, is canceled. 


III, MODIFICATION 


The memorandum from the Secretary of Defense to the three military depart- 
ments dated February 4, 1953, subject: Review of Construction Programs, is 
modified to exclude the acquisition of real property. 


IV. EXCEPTIONS 


This instruction does not apply to real property actions pertaining to river and 
harbor and flood-control projects (civil works under jurisdiction of the Secretary 
of the Army) or to real-property actions included in paragraph III. B. of Depart- 
ment of Defense Directive No. 4000.8 dated November 17, 1952, and Department 
of Defense Directive No. 4270.6 dated August 22, 1953. 


V. SCOPE AND APPLICABILITY 


This instruction applies to the following real property actions in the United 
States, Alaska, Hawaii, Puerto Rico, and the Virgin Islands: 

A. Acquisition of real property in fee or easement for an amount estimated to 
be in excess of $5,000. 

B. Acquisition by lease of real property for an annual rental estimated to be in 
excess of $5,000 (including all lease renewals, e. g., automatic and by notice). 
This includes all leases to be acquired for military use whether by contract, con- 
demnation proceedings, General Services Administration, or other means. 

C. Lease of Government-owned real property for estimated annual rental 
receipts in excess of $5,000. 

D. Disposal or report to a disposal agency of excess Government-owned land 
and/or improvements with an estimated value in excess of $5,000. 

E. Transfer of Government-owned real property with an estimated value in 
excess Of $5,000, except transfer of such real property within a military depart- 
ment. 

Note.—In those cases where iridividual real-property actions are to be made as 
part of a real-property project involving more than $5,000, the real-property 
project will be included under subparagraph A, B, C, D, or E, as appropriate. 


VI. PROCEDURE 


Each real-property action included in paragraph V. will be submitted to the 
Office, Assistant Secretary of Defense (Properties and Installations) for approval 
before committing the Government to acquire, lease or dispose of such property. 
The request for approval will include the material facts used by the military 
department concerned in determining the need for such real-property action to- 
gether with the area, location, using agency, and estimated cost, rental or value, 
as appropriate. In addition, the latest utilization report will be submitted for 
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each lease renewal, and a real-estate planning report based on sound engineering 
and appraisal principles prepared by qualified personnel will be submitted for the 
acquisition of real property in fee or easement for an amount estimated to be in 
excess Of $25,000. All cases requiring approval of the Armed Services Com- 
mittees pursuant to section 601, Public Law 155, approved September 28, 1951, 
will include the project sheet in the form it will be submitted to the committees 
after approval by this office. Upon submission of a project sheet to the com- 
mittees, this office will be furnished a numbered and dated copy of such project 
sheet. No real-property action will be submitted to the committees without the 
approval of this office. 
VII. EFFECTIVE DATE 


This instruction is effective March 15, 1954. 
FRANKLIN G. FLOETE, 
Assistant Secretary of Defense 
(Properties and Installations). 
[Ink notation:] 
Amended on May 24, 1954, by DOD Directive Transmittal—Section V, para- 
graphs A, B, C, D, E, and note: 
Delete $5,000. 
Insert $15,000. 


No. 4165.13 
Date March 26, 1954 


DEPARTMENT OF DEFENSE INSTRUCTION 


Subject: Reporting requirements for coordination of family housing projects 
proposed under title VIII (Wherry act) of the National Housing Act, as 
amended 

I. PURPOSE 


The purpose of this instruction is to implement paragraph IV of DOD Directive 
$165.10, dated November 12, 1953, by prescribing the contents and format of the 
supporting data and justification accompanying a Wherry housing proposal. 
Provision of this material will reduce the amount of time now required to accom- 
plish review and analysis prior to determining coordination approval or dis- 
approval for the Secretary of Defense. 


II, AUTHORITY 


DOD Directive 5131.1, dated August 13, 1953, authorizes the Assistant Secre- 
tary of Defense (Properties and Installations) to obtain such reports and-informa- 
tion from the military departments as are necessary to carry on his responsibility 
for the development of sound construction programs. The authority for issuance 
of instructions is contained in DOD Directive 5025.1, dated February 2, 1954. 


III, ACTION REQUIRED 


A statement presenting supporting data and justification for a proposed Wherry 
housing project will be prepared in accordance with the detailed instructions 
contained in attachment 1 to this instruction and will be submitted to the Assist- 
ant Secretary of Defense (Properties and Installations) with DD Form 262 
(attachment 2). 

IV. REPORT CONTROL SYMBOL 


The statement required by this instruction will be prepared and submitted 
under Report Control Symbol DD-—P&I(AR)141, which will also apply to DD 
Form 262. Report Control Symbol DD—OB(AR)10 is hereby canceled. 


V. EFFECTIVE DATE 


This instruction is effective on March 31, 1954. 
FRANKLIN G. FLOETE, 
Assistant Secretary of Defense 
(Properties and Installations). 
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INSTRUCTIONS FOR PRESENTATION OF Data IN SUPPORT AND JUSTIFICATION OF 
Prorposep Wuerry HovustnG Prosect as SUPPLEMENT TO DD Form 262 


Data accompanying DD Form 262 in support and justification of a proposed 
Wherry housing project will be reported as a supplement to DD Form 262 and 
will provide information reported under the general headings prescribed below. 
Such information will not be restricted by or to the coverage indicated. This 
instruction establishes minimum criteria for review and determination by the 
Office of Assistant Secretary of Defense (Properties and Installations). It is not 
intended to place limitations on the amount, nature and coverage of data pre- 
sented. In cases where the specified information is not applicable or not avail- 
able, a statement to that effect will suffice. 

The report for a proposed Wherry housing project will be submitted as a 
memorandum to the Assistant Secretary of Defense (Properties and Installations) , 
prepared in accordance with the following outline: 


Subject: Request for approval of a Wherry housing project at --._..---------. 
(Installation) 


ee. 

Introduction 

Brief statement giving request for coordination and approval of proposed 
project, specifying size and location of project, installation to be served and major 
points of justification, such as substantial unmet need, local housing shortage, 
isolation, tentative approval by FHA, etc. In case a Wherry project has been 
approved previously for the installation, state whether the proposed project will 
be developed separately or as an extension of the existing project. 
Military installations 

1. Installation te be served.—State location in terms of distance and direction 
from nearby large communities and description of mission. 

2. Other military installations in area.—State names, locations in terms of 
distance and direction from installation to be served, permanency, approximate 
personnel strengths, and missions 


Personnel strength 


Give numerical statements on past, present, and future strengths by officers, 
enlisted men (top 3 and lower 4 grades separately) and civilians with schedule 
of dates on which various stages of buildup or reduction are expected to occur 
and the lengths of principal tours of duty. 


On-base housing conditions 


1. Requirements —Enumerate current (actual) and future (estimated) family 
housing requirements for officers, enlisted men (top 3 and lower 4 grades separately) 
and civilians, explaining any deviation from normal requirements experience. 

2. Assets ——Enumerate current family housing assets by type of construction 
(permanent and temporary), source (appropriated funds, Wherry, acquired World 
War II housing, title III, ete.), type of structure (single family, detached and 
attached, and multifamily), status of construction for units authorized and under 
construction with expected completion dates and for completed units with judg- 
ment as to suitability (age, structural condition, and size). State extent of 
vacancy and reasons therefor. 

3. Deficit—Current and future family housing deficit by officers, enlisted men 
(top 3 and lower 4 grades separately) and civilians. Also, state extent of waiting 
lists for existing and planned housing and rate of turnover in existing housing, 
especially Wherry. 


Community support 


1. Population——Give 1950 Census figures for area and principal cities; also, 
give current estimates, if available, and sources. If possible comment on past 
and expected future rates of growth. 

2. Existing family housing.—State number of rental and owner-occupied units. 
Comment on recent versus old housing, public versus private, substandard versus 
adequate, vacancy rates, rental prices, waiting lists and accessibility to installation 
in terms of public and private transportation, distances, traffic conditions, ete. 
If title IX housing programed in area, indicate status of construction, utilization 
by military personnel and other eligibles, accessibility, suitability, commercial 
support, ete. 
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3. New family housing.—Give estimated current and expected building rates. 
Comment on rental versus sales housing and adequacy in terms of size, price, 
accessibility, etc., as above. 

4. Community services—Comment on availability and accessibility of schools, 
shopping centers, civic, and health services, recreation, etc. 

Note.—The information requested under items 1 through 4, above, may be 
presented by submitting a copy of an up-to-date FHA market analysis report, if 
available. 

Description of project 

1. Planned occupancy.—Give number of units planned for officers, enlisted men, 
and civilians; if no distinction to be made, state this fact 

2. Unit size and rental.—State distribution of units by number of bedrooms 
and rental rate established for each size and type of unit with differential for 
officers and enlisted men, if any. 

3. Design.—Comment on probable types of construction and structure, if 
preliminary studies indicate these facts. 

4. Site-—If site currently Government-owned, state whether part of original 
installation property or separately acquired for housing purposes; if latter, state 
cost. If not Government-owned, cite need for purchasing new land and justifying 
factors. If site not selected, give number under consideration with major factors 
in favor of and against each. 

5. Utilities —Describe accessibility; if appropriated funds will be required to 
provide utilities and site improvement, state approximate amount. 

6. Method of development.—If preposed project represents an addition to an 
existing Wherry project, indicate whether current sponsor will be used and 
explain factors dictating decision. 

7. FHA concurrence.—State tentative approval by FHA, if obtained; also, 
give any pertinent qualifications stipulated by that agency. If no tentative 
approval obtained from FHA, explain fully. 
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3. DETERMINATION OF REQUI ” 


DATA OFFICERS ENLISTED 


ee eee re Me os 
ar eee Pay wine kit el 


c. EXISTING ACCEPTABLE FAMILY UNITS 


6. PENDING PUBLIC WORKS 


%. MUMBER OF UNITS PROPOSED IN THIS PROJECT 


5. AFTER CONSIDERATION OF THE FACTORS PROMULGATED BY CURRENT CSO INSTRUCTIONS RELATING TO : “IMPLEMENTATION OF PLL. 
211 (8let Congress)*, THE ABOVE INSTALLATION IS DEEMED TO PE & PERMANENT PART OF THE SPONSORING DEPARTMENT. 


THERE 1S NO PRESENT INTENTION TO SUBSTAKTIALLY CURTAIL ACTIVITIES AT THIS INSTALLATION. 


THIS PROJECT 1S NECESSARY TO PROVIDE ADEQUATE HOUS!NG FO2 PERSONNEL STRENGTH INDICATED IN ITEM 3a ABOVE, CONSI- 
DERATION HAVING BEEN GIVEN ALL ACCEPTABLE FAMILY HOUSING, FROM WHATEVER SOURCE, IN THE LOCALITY. 


SPONSORING DEPARTMENT SIGNATURE 


° CONSIDERATION OF JOINT (MTEREST 
STATEMENT 


O¢ PARTMENT SIGMATURE 


STATEMENT 


OF PARTMENT 


APPROVAL FOR SECRETARY OF DEFENSE 
SIGNATURE 





TL). ass 262 EDITION OF 1 JUL 52 MAY BE USED. 
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INSTRUCTIONS FOR PREPARATION OF FORM 


This form is to be completed by the sponsoring Depart- 
ment, including coordisation by the other Departments, 
and signed prior to its submission (in duplicate) to the 
Assistant Secretary of Defense (Properties and Instelile- 
tions) for coordination and approval of the project. (When 
submitted for coordination and approvel, thie form ie to 
be accompanied by « memorandum to the Assistant Secretary 
of Defense (Properties andIinstalletions) presenting sup- 
porting dete and juatification for the project proposed 
in accordance with inetructione.) Copies of the completed 
form for each project may be furnished the coordinating 
Military Departments as desired. The following detailed 
instructions apply to the correspondingly sumbered items 


on the form. 


b. Show the sumber of family enits required for the 
strengths shown. 


c. Show the number of existing family units which are 
considered acceptable as family housing and which are 
available only to the personnel indicated in Item 3a above. 
Include existing temporary types, those under construc- 
tion or for which funds bave been appropriated, aad pre- 
vious projects under P.L. 211 (@let Congress). Use “Total” 
columa oaly. 


4. Include housing contained in Public Works bills 
which have been approved by the Secretary of Defeose, but 


for which funds have sot been appropriated to date. Use 
"Total" columa only. 

1. Project designation will consist of a prefix isdi- 
cating the sponsoring Military Department ¢"A" for Army, e. Deficiency is considered as Item 8b less the sum of 
"N" for Navy and "AF" for Air Force), and a serial sum- Sc and 34. Use "Total® colump only. 
ber, starting with "01" for the first project of each 
Department. 4. Total number of family units included in project as 

submitted. 
2a. Describe physical geographical location; if located 


. To be signe ted after coordinatioaw ath 
on a military reservation, give name of reservation. §. To be signed and da after coordination with other 


Military Departments. Signisg of the completed form by 


the authorized representative of the sponsoring agency 


t Insert oame of installation. When a proposed pro- 


ject will serve more than one installations, so indicate; constitutes affirmation of all data above, 


ns 2 
‘ wch cases, Item will be cossidered to apply to all 6. Indicate, for each Military Department other thas 


installations served. . " 
the sponsoring agency, either "no interest” or a brief 


statement of scope and nature of intefest, date coordi- 


Repor h 
aa eport the lowest personsel strengths anticipated nated, aod signature of authorized individual. 


for the installation after completion of the proposed 


bousiog project. 7. Avthorized representative of the Secretary of Defense. 


Number: 4165.4 
Date: April 12, 1954 


DEPARTMENT OF DEFENSE INSTRUCTION 


Subject: Progress Reports on Development and Construction of Housing Projects 
under Title VIII (Wherry Act) of the National Housing Act, as Amended 
(DD-P&I(Q) 145). 

I, PURPOSE 


The purpose of this instruction is to revise existing requirements for reports 
providing data on the progress and status of housing projects under the Wherry 
Act. Results of this instruction will be: (1) to reduce the reporting load of the 
military departments by changing the frequency of the report from monthly to 
quarterly; (2) to obtain essential information not hitherto required; and (3) to 
obtain information not previously submitted for retention in Office of the Secretary 
of Defense. 


Il, AUTHORITY 


DOD Directive 5131.1, dated August 13, 1953, authorizes the Assistant Secretary 
of Defense (Properties and Installations) to obtain such reports and information 
from the military departments as are necessary to carry on his responsibility for 
the development of sound construction programs. The authority for issuance 
of instructions is contained in DOD Directive 5025.1, dated February 2, 1954. 


III. DIRECTIVE SUPERSEDED 


DOD Directive 4165.4 (originally 450.03-4), dated April 21, 1952, 
superseded, 


is hereby 


IV. ACTION REQUIRED 
A, Reports 
A report on DD form 643 (attachment 1) will be prepared in accordance with 
general instructions contained in attachment 2 and submitted quarterly to the 
Assistant Secretary of Defense (Properties and Installations) on or before the 25th 
day of the first month following each calendar quarter. 


B. Implementation 
The military departments will issue such orders, instructions, regulations, 
etc., as may be necessary to implement this instruction and will provide to 
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the Assistant Secretary of Defense (Properties and Installations) six (6) copies 
all such documents prior to the initial reporting date. 


C. Procurement of forms 


The military departments will procure a supply of DD form 643 and accomplish 
distribution to their reporting offices. 


V. REPORT CONTROL SYMBOL 


The reporting requirements of this instruction will be executed under report 
control symbol DD-—P&1(Q)145. Report control symbol DD-MB(M)501 is 
hereby cancelled. 

VI. EFFECTIVE DATE 


This instruction is effective on the date of issuance. 


FRANKLIN G, FLOETE, 
Assistant Secretary of Defense (Properties and Installations). 


REPORT CONTROL SYMBOL 
WHERRY HOUSING DEVELOPMENT & CONSTRUCTION PROGRESS REPORT per de 
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INSTRUCTIONS FOR PREPARATION OF FORM 


Item 1 - Location. Enter names of nearest city and 
state. 


Ttem le - Installation Served. Enter name of installa- 
tion; if more than one installation is served, enter 
name of principal one here, footnote and enter names 
of remaining installations under Item 30, Remarks, 


Item 2 - Military Department. Enter an x - mark in the 
appropriate box denoting the military department re- 
sponsible for development of the project and whose 
personnel will be served; for Marine Corps projects, 
mark both NAVY and MC boxes. 


Item 3 - Project Designation. Enter the project identi- 
fication numbers assigned by the military department 
end by FHA as they become available, 


Item 4 - Dates of Coordination And Approval. Enter 
the dates coordinated by each of the other two militery 
departments and approved for DOD (ASD-P &1); enter 
“"XXX"" for the military department marked in Item 2. 


Item 5 - Number Of Unite. Enter the number of dwell- 
ing unite in the entire project. 


Item 6 - Plenned Occupency. Enter the sumbers of 
dwelling unite planned for occupancy by officers, en- 
listed men and civilian personnel; if there ere no 
plans for occupancy by specific types of personnel, 
enter ‘‘NO DISTINCTION”. 


Item 7 - Project approved. Enter the date on which: 
approval for development as issued by the Secretary 
of the Military Department checked in Item 2. 


ftems 8 through 21. Enter dates (or amount) as required 
and as applicable; if the project was (is te be) de- 
veloped by negotiation rather than by competitive 
bid procedure, enter ‘“‘NEGOTIATION” in Item 14 - 
Advertised For Bids and leave blank all other non- 
applicable items. 


Item 22 - Project Completed. Enter the date on which 
all units in the project were completed and ready for 
occupancy - - not the date of final endorsement by 
FHA or completion of landscaping or any other later 
date. 

Items 23 through 25 - Enter name, address, date and 
@mount, es required and as applicable. For Item 23, 
enter date Architect-Engineer contrect was awarded 
and amount of contract; for Item 24, enter date bids 
were opened and amount of low bid; for Item 25, enter 
date sponsor was selected and amount of bid. If more 
space is required for neme and address, footnote and 
enter in full in Item 30, Remarks. 


Items 26 through 28. Enter cost figures, as required 
and as applicable; the total cost of the project should 
be the sum of the entries in Items 26 and 27 - - if not, 
footnote and explain in Item 30 - Remarks. 


Trem 29 - Period Covered By Report. Bater en x-mark 
in the appropriate box and enter the year in full - - for 
example, 1954. 


Item 30 - Remarks, Enter explanetion of any unusual 
entries in Items 1 through 29 and describe any fectors 
which affect (deley or speed up) development of the 
Project. 


INSTRUCTIONS FOR PREPARATION OF PRoGRESS REPORT ON WHERRY HovusING 
DEVELOPMENT AND CoNnstTRUCTION—DD Form 643 


GENERAL INSTRUCTIONS 


1. The reporting period will be a calendar quarter. DD Form 643 (attachment 
1) will be prepared as of the last day of each quarter and will be submitted to 
reach the Assistant Secretary of Defense (Properties and Installations) on or 
before the 25th day of the first month following the quarter covered. 

2. For the initial reporting period (January-March 1954), DD Forms 643 
will be prepared and submitted for all Wherry projects, regardless of current 
status—completed, under construction, under development, approved for develop- 
ment or coordinated for approval and canceled or suspended. In view of the 
additional work involved in the preparation of these initial reports, the due date 
is extended to June 15, 1954. 

3. For subsequent reporting periods (beginning with April-June 1954), reports 
will be prepared and submitted in accordance with the schedule prescribed in 
paragraph 1, above. 

DD Form 643 will be prepared only for those active projects in which a change 
occurred during the reporting period—i. e., changes in the schedule of development 
or actual completion of a stage of development (represented by items in the report) 
or cancelation or suspension. 

A list of those active projects which underwent no change during the reporting 
period will be prepared and submitted to complete the report; the list will show 
for each project: (1) names of the nearest city and State; (2) name of installation 
served; (3) number of units; and (4) designation number assigned by the military 
department. No report or listing of previously completed projects or of canceled 
and suspended projects will be required. 

4. For projects subsequently approved for development, the first DD Form 
643 will be prepared and submitted at the end of that calendar quarter in which 
DOD coordination and approval is executed by the Assistant Secretary of Defense 
(Properties and Installations). 

5. All applicable items of information required for DD Form 643 will be filled 
in as the information becomes available. Where date entries are required, enter 
anticipated dates for all stages not actually accomplished and enter actual dates 
for all completed stages. Designate actual dates by appending the letter “A’””— 
for example, March 5, 1954 (A). 

6. Specific instructions for the preparation of the report are on the reverse 
side of DD Form 643. Partial duplication is possible between items 26 and 27 
of DD Form 643 inasmuch as the replacement cost may include expenditures 
under Public Law 155, 82d Congress, for onsite utilities and improvements, In 
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order to eliminate duplication when this condition exists, enter in item 27 the 
amount of expenditures under Public Law 155 for land acquisition and offsite 
utilities and services only, and then enter in item 30, as a footnote to item 26, 
the amount of expenditures under Public Law 155 for onsite utilities and improve- 
ments which constitute a part of the FHA estimate of replacement costs. 

Senator Maynank. I will be glad to vote for Mr. Mason. I know 
of him and I know that a lot of people speak very highly of him, 
but at the same time we have all of these tremendous develop- 
ments, and they have a bad reputation in Idaho and a worse reputa- 
tion in Nevada. I tell you that is true, and if you want to see the 
papers, I will be glad to show them to you. 

Mr. McKenna. May I say that the reason I have some personal 
recollection is that right after the act was passed we had a talk to 
the Defense Department concerning implementing the law. 

Senator MayBank. Yes. 

Mr. McKenna. And my recollection of the law as passed is that 
it left an area for the exercise of judgment by both the Defense De- 
partment and the FHA, but as it worked out, the Defense Depart- 
ment wanted to assume more control and left less for the FHA to do 
under the program. 

Senator Maypank. Of course, but 

The CHarrmMan. I know, and we have held executive sessions on 
it and, not mentioning the names, I know now of a Defense Establish- 
ment project such as we are talking about where—I forget the num- 
ber of units. 

Senator Maypank. 600, and there were 400, without negotiating 
with anybody else. I have never heard of such things. 

The Cuarrman. This is another one that I am sali about. I 
forget whether there were 200, 300, 400, or 500 units, and I believe only 
12 of them are occupied at the moment. They have been up for about 
a year. One of the military branches wanted the FHA to guarantee 
the mortgages and proceeded to build these units and they are just 
sitting there empty. We have an executive hearing and we are going 
to have more. 

Senator Maysank. It has been bad and it has even gotten worse. 
If you want to put the law and so on in the record, that is the thing to 
do. I will make the motion that the staff study the situation as it 
exists between the military and the FHA and see if something cannot 
be worked out in a report or something so that perhaps we may be able 
to dovetail their operations and make somebody responsible. 

The Cuarrman. We will put in the record the exact responsibility. 
I would like to have that for tomorrow. 

We will without objection place in the record the biographical sketch 
of Mr. Mason. 

(The biographical sketch referred to follows:) 





BroGRAPHICAL SKETCH OF NorMAN P. Mason 


Norman P, Mason, named on April 13 by the President as Acting Commissioner 
of the Federal Housing Administration, has been prominent in the building field 
throughout his life. 

Mr. Mason was born in Willsboro, N. Y., in 1896, moving to Plattsburg, N. Y. 
in 1910, where he went to work in his father’s hardware business. He serv 
in the Navy in World War I, and in 1923 moved to Chelmsford, Mass., to under- 
take operations of the Wm. P. Proctor Co. The firm operates lumber yards, a 
sawmill, dry kilns, and a wooden-box factory. Mr. Mason was treasurer and 
executive officer of the company. 
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Other business interests of Mr. Mason included presidency of the Cooperative 
Reserve Supply Corp. of Cambridge, Mass., a cooperative warehouse of lumber 
dealers which he helped to found, and member of the board of the Central Savings 
Bank, a mutual savings institution of Lowell, Mass. 

Mr. Mason has long been identified also with industry, civic, and various 
Government activities in the construction field. He served as a member of the 
President’s Advisory Committee on Housing Policies and Programs, which made 
recommendations in December that served as the basis of the President’s new 
housing program. He served as committee member for the National Housing 
Agency’s housing conference in 1945, as construction and lumber consultant for 
the Civilian Production Administration at the end of the war; as adviser to the 
Office of Price Administration during the war; as adviser on construction with the 
National Production Administration and as adviser to the Office of Price Stabi- 
lization during the Korean period. 

Mr. Mason was a director of the United States Chamber of Commerce, and for 
the past 4 years has been chairman of the chamber’s construction and civic 
development committee, as well as being active on other committees. He served 
two terms as president of the National Retail Lumber Dealers Association, of 
which he is a lifetime director, as well as head of State and regional lumber dealers 
associations. 

In the field of building research, he was chairman of the Board of Governors 
of the Building Research Institute, in the National Academy of Sciences, and 
on the executive committee of the Building Research Advisory Board. He is 
also trustee for the Lumber Dealers Research Council. 

Mr. Mason has been active in civic and community affairs in his home town 
of Chelmsford, and the Greater Lowell area, including the Community Chest, 
YMCA, Boy Scouts, hospital, ete. He is married and has a son, David Holmes 
Mason, and a married daughter, Mrs. Charles Svenson, both of Chelmsford, 
and four grandsons. 


The CHarrMaNn. I have here the endorsement of both Senators 
from Massachusetts, Senator Saltonstall and Senator Kennedy. Also 
I have a letter from Senator Saltonstall which I would like to make, 
if there is no objection, part of the record. 

(The letter referred to follows:) 


Unirep States SENATE, 
COMMITTEE ON ARMED SERVICES, 
July 20, 1954. 
Hon. Homer E. CapeHarrt, 
Chairman, Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 

Dear Mr. CuarrMaAn: I am informed that the name of Norman Mason of 
Chelmsford is to come before your committee today for confirmation. 

Mr. Mason has been appointed to the Housing Administration. He is a 
successful businessman and a Massachusetts citizen of repute. He has always 
been a member of the Republican Party in the northern part of our State. From 
my knowledge of him, and my experience with him here in Washington since he 
has come here, I am confident he will be helpful in administering the housing 
problems, and will make that Administration more efficient and more helpful 
to our people. 

With best regards, 

Sincerely, 
LEVERETT SALTONSTALL, 
United States Senator. 


The CHarrMan. Are there any further questions? 

Senator MaysBanK. No, but I just want again to make the record 
clear. The Senate will consider the bill tomorrow, in which there are 
95 percent guaranties. I want to beg the Commissioner to do his 
best and I know he will. There is room for corruption even greater 
in the new bill than under the old law. We have got to stop it and 
I hope we can. 

The CuarrMAN. It can be stopped by regulation and administra- 
tion, 
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Mr. Mason. May I say to you, Senator Capehart, that I have a 
theory which I have arrived at after 3 months in this work that it is 
Administration’s responsibility to interpret what you gentlemen and 
the other gentlemen in the Congress write into the laws and really 
administer them, and I do not feel we have had that administration. 

Senator Maypank. That might be true, but you have had it for 2 
years. 

Mr. Mason. I am just stating what I feel: 

The CHarrRMAN. Senator, Mr. Mason, as you know 

Senator Maybank. I am not talking about him, but there is Mr. 
Cole and Mr. Hollyday, the Eisenhower appointments 

Senator Busu. We are here about Mr. Mason now. 

Senator MayBank. Well, I make it perfectly clear that for Mr. 
Mason, I have only the highest regard. I know what his friends 
think about him. I am talking about the Administration. It does 
not get any better and I am just hoping and praying that it will be 

Senator Busu. I think that if the Senator has some information 
that the committee should have, then I think he should put it before 
the committee. 

Senator MAyBANK. Well, vou can have them, if vou want to go 
down and see them 

The CuarrMan. I think what the able Senator is saving is that it 
is awfully messy and it is going to take some time to clean it up. 
That is about what it is, and we are looking to you to do it. 

Mr. Mason. I shall do my best. 

The CuarirmMan. If you don’t do it, vou will be hearing from this 
committee. 

Mr. Mason. If I don’t do it; I want to get out. 

Senator Maysank. These things are going on—why does not the 
Administration—they have already made the agreement or whatever 
you want to call it, in Idaho before they even own the land 

The CHarRMAN. We are going to hold hearings on that and find out 
why. We have got to get into many of these defense housing projects 
and find out. We want the record to show who has the responsibility 
and who does not, and I think that we are going to find the defense 
establishment 

Senator Maybank. I know, but the Defense Establishment and 
and FHA are all appointed by the same administration. I do think 
that they should work together so that one cannot say to us, “I am 
not responsible, the other is.”’ 

Under the law, the present law, with the new title, the door is left 
wide open, Mr. Mason, unless it is protected “am I wrong? 

Mr. Mason. I think that administration is the secret of success in 
the bills that you pass; yes, sir. 

The CHarrMAN. Are there any further questions from members of 
the committee? 

Any questions from anyone in the audience? Does anyone in the 
audience know of any reason why this gentleman should not be 
appointed? It is a public hearing. 

Thank you very much, Mr. Mason. 

We will now go into executive session. 

(Whereupon, at 2:20 p. m., the committee went into executive 
session. ) 








